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not a gatecrasher 

Edward Morthner, Page 12 



TIMES 


business 

When family strength 
can be a weakness 

Page 13 



Today’s surveys 

| FT-IT Review; European 
Business Locations 

Separate sections 


WEDNESDAY NOVEMBER 5 1997 



THE GLOBAL COMPANY 


TareBert jfsson 
SKF • 


‘For an of us, there is a growing pressure 
to expand in emerging markets’ 
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WORLD NEWS 

EU/US talks on 
climate change 
emphasise gap 
in attitudes 

A huge gap between European 
Union and US attitudes to the 
issue of climate change was 
underlined when EU officials put 
to their US counterparts the 
argument for tough action to 
limit emissions. Page 7 

Russian privatisations tut 

The Russian government faces a 
dilemma in deciding how aggres- 
sively to press ahead with its pri- 
vatisation programme in the face 
of a severe shortfall in state reve- 
nues and shaky finanmwi mar- 
kets. Page 2 

Graeco, Turkey to co-operate 

The Greek and Turkish prime 
ministers have pledged to work 
for better relations, while making 
clear there will be no quick solu- 
tion to disputes. Page 3; The 
black sheep. Page 12 

Islamists boycott Jordan poll 

Jordanians voted yesterday in 
the first parliamentary election 
since the signing of a peace 
agreement with Israel in 1&4. 

The pofi was boycotted by the 
Islamic Action Front (IAF), the 
largest opposition party. Page 4 

Algerian RIPS’ protest st opp o d 

Algeria's army-backed govern- 
ment broke up a demonstration 
by opposition members of parlia- 
ment protesting against alleged 
electoral fraud. Page 4 

German arms sate trial 

Four German businessmen 
alleged to have made illegal arm 
sales to Iraq went on trial in the 
third such case in recent weeks. 
Page 2 

Brazil plans budget cute 

The Brazilian government is pre- 
paring hew cute in next year’s 
budget in an attempt to repair 
the damage to the credibility of 
its economic policy caused by the 
turmoil in world financial mar- 
kets. Page 7 

Iraq to delay expulsions . _ . .. 

Iraq agreed to extend its deadline 
for the expulsion of American UN 
arms inspectors in response to a 
request by UN secretary-general 
Kofi Annan. Earlier report. 

Page 4 

US pledge over Slovakia 

The United States does not 
intend to isolate Slovakia, despite . 
political problems which have 
excluded it from the first round 
of Nato expansion. Page 2 

Bishops visit Brussels 

Nine Polish Roman Catholic bish- 
ops travelled to Brussels for a 
three-day visit to discuss the reli- 
gious side of Poland's prospective 
integration in the EU. Page 2 

South Korean presidential bid 

Rhee In-je, a former provincial 
governor, launched an indepen- 
dent bid in South Korea's presi- 
dential election which polls sug- 
gest he might win. Page 6 

Germany backs solar onergy 
The Bonn government 
announced a programme of pub- 
lic financial support aimed at 
turning Germany into a leading 
producer of solar cells. Page 3 

HZ prime minister faces test 

Jenny Shipley, due to take over 
as New Zealand's first woman 
prime minister, faces a formida- 
ble task as she seeks to boost the 
popularity of the governing 
National Party. Page 6 
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Barclays fails 
to find buyer 
for entire BZW 
equities arm 

UK bank Barclays has failed to 
find a buyer willing to take over 
the entire equities and corporate 
advisory businesses of the BZW 
investment banking aim. 
Swiss-US investment bank Credit 
Suisse First Boston has reached a 
preliminary deal to buy just the 
UK and continental European 
equities businesses. Page IS; Lex, 
Page 14 


in Thailand 
soared as Chavalit Yongchaiyudh 
said his resignation as prime 
minister would be effective at 
midnight tomorrow. Page 14; 
Empires can strike back. Page 
13; Currencies, Page 2% World 
Stocks, Page 34 

The Star Alliance, led by United 
Airlines of the US and Germany's 
Lufthansa, has been accused by 
three of the world's biggest buy- 
ers of corporate air travel of fall- 
ing to deliver price benefits to 
passengers. Page 4 

South Korean businessmen are 
in Havana to look at Cuba's 
potential as a new market, 
despite South Korea being a close 
any of the US, Cuba's arch- 
enemy. ‘'Business is business,” 
said one delegate. Page 4 

Italy's newly privatised stock 
exchange moved to simplify regu- 
lations in a bid to halt the drift of 
medium-sized companies to New 
York and other overseas markets. 
Page 15 

Tho US congress began to 
consider legislation which could 
end the yearly congressional bat- 
tle over China's trade status. 

Page 14 . 

Aetna, US iife and health 
insurer, announced operating 
profits of $59. lm for the third 
quarter, down sharply from 
£ 136 £m in the same period last 
year. Page 16 

Air Canada has chosen 
Rolls-Royce engines to power its 
twin -jet Airbus A3S0-30Qs in an 
order worth up to $450m to the 
UK manufacturer. Page 4 

Borders, the second largest US 
book retailer; saw its shares 
jump ll per cent after it 
announced a two-year agreement 
with Infoseek. Page 15 

Car registrations in Japan 
tumbled 13 per cent in October, 
underlining continuing fragility 
in consumer confidence. Page 6 

J apan— financi a l institutions 
rallied round with funds to com- 
pensate customers of Sanyo Secu- 
rities, which has filed tor bank- 
ruptcy protection. Page 19 

Thailand's cabinet approved a 
long-delayed telecommunications 
master plan that paves the way 
for gradual privatisation and lib- 
eralisation of the country's tele- 
communications, sector. Page 5 

A Hong Kong listing is being 
sought next year by China Inter- 
national Power Holdings, a unit 
of China's Ministry of Power, 
according to bankers. Page 19 


Trustor assets 

We apologise for a currency con- 
version error in yesterday’s edi- 
tions which resulted in the assets 
alleged to have disappeared from 
Trustor being overstated in dol- 
lar terms. Report, Page 15 
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Paris nominates own man as president ahead of Duisenberg 


French put 
central bank 
leadership 
in turmoil 


By Robert Graham In Paris, 
Gordon Cramb In A ms t erda m 
and Andrew Frsher in Frankfurt 

France yesterday upset plans for 
the future governorship of the 
European Central Rank by pro- 
posing its own candidate, Jean- 
daude Trichet, head of the Bank 
of France. 

The announcement casts into 
doubt the German-brokered can- 
didature of Wim Duisenberg, the 
Dutch head of the ECB's forerun- 
ner. the European Monetary 
Institute. 

It also triggers an open conflict 
tor the presidency of the hank. 
Also at issue is what kind of 
monetary policy will operate in 
the future euro currency zone. 

The French move stunned the 
European Co mmission Officials 
had hoped that France would 
refrain from any action that 
could complicate an already dif- 
ficult final run-up to Emu. 

The Dutch government said it 
would contest the initiative. Ger- 
man bankers and politicians 
reacted with surprise and dis- 
missed the idea that the move 
was part of a deal being arranged 
by the countries' governments. 

The French government, in 
close co-ordination with Presi- 
dent Jacques Chirac, has been 
considering promoting a French 


candidate to counter Mr Duisen- 
berg for at least two weeks, 
according to officials. 

The German government was 
told in advance of France's inten- 
tions and Indicated It would not 
formally react until the French 
made tha announcement. 

The Bundesbank has made 
clear its view that Mr Duisenberg 
should be the first president of 
the European Central Bank, but 
had no official comment on the 
French statement. The finance 
ministry also refused to com- 
ment. 

The French move came on the 
eve of an informal meeting in 
Paris between German Chancel- 
lor Helmut Kohl and President 
Chirac and premier Lionel Jos- 
pin, the prime minister. 

The Dutch government said it 
believed a “broad Europe-wide 
consensus” existed among mem- 
ber states that Mr Duisenberg 
should accede to the job from his 
current role. 

The Hague and the Dutch cen- 
tral bank, which Mr Duisenberg 
headed for more than X5 years 
before moving to Frankfurt this 
summer, both pronounced them- 
selves “very surprised” by the 
French proposal 

"We see no reason tor the nomi- 
nation. Mr Duisenberg’s reputa- 
tion is undisputed and by open- 



French premier Lionel Jospin yesterday: his government's plans for 
the ECB govern o rship stunned the European Commission pku«. ap 


ing a discussion at thi«» time the 
process and credibility of Emu is 
undermined,” said the centre-left 
Dutch coalition. 

The French decision has been 
taken in full awareness of all the 
diplomatic problems it will cre- 
ate. “We wouldn’t have done this 
if we hadn’t seriously believed a 
Frenchman should he in the job,” 
said one official dose to the deci- 
sion. “We have never concealed 
our opposition to the candidature 
of Mr Duisenberg, ” he said. 

European economists noted 
that France had lost several bat- 
tles over Emu, notably on the 


site of the ECB, the establish- 
ment of the stability council on 
budgetary restraint and the name 
of the currency itself - to be 
called the euro instead of the ecu. 
So this move could be seen as an 
attempt by France to assert itself, 
even if Mr Trichet was not cho- 
sen. 

Britain will be primarily 
responsible for settling the issue 
when it takes over the rotating 
EU presidency on January 1. 


Man of many talents. Page 2 
Memories of 1992, Page 9 
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Jospin told to get tough on strikers 


By Robert Graham in Paris 

France's neighbours demanded 
yesterday that the Socialist-led 

government in Paris take firmer 
steps to end the track drivers’ 
strike that has disrupted trade, 
blocked motorways and rationed 
fuel in parte of Finance. 

Governments and businesses 
in Britain, Germany, the Nether- 
lands and Spain criticised inac- 
tion by the French government. 


and the European Commission 
raised the possibility of legal 
measures unless France ensured 
free movement of goods on its 
roads. 

“If this strike continues, we 
win act against French interests. 
We will boycott French goods 
and stop them crossing the bor- 
der,” said Pedro Barato, presi- 
dent of Spain's largest fanners’ 
association. 

Tony Blair, the UK prime min- 


ister, urged his French counter- 
part, Lionel Jospin, to intervene 
and help British drivers and 
haulage companies caught in the 
strike. 

Mr Jospin's government's soft 
approach towards dis- 
mantling strikers’ barricades on 
strategic roads produced a 
rebuke from Jacques Chirac, the 
Gaulhst president, whose office 
issued a statement saying it was 
up to the government “to take 


the necessary measures to assure 
the free movement of traffic". 

The president's comment coin- 
cided with growing opposition 
criticism of the government’s 
handling of the dispute, which 
has seen barricades set up In 
more than 140 places. 

Jean-Claude Gayssot, the 

Continued ou Page 14 
Balancing act, Page 2 
Observer, Page 13 


Krupp and 
Thyssen to 
bury old 
hostilities 
in merger 

By Peter Norman in Bonn 

Krupp Hoesch and Thyssen, the 
German engineering groups 
locked in an acrimonious take- 
over battle this year, said yester- 
day they had agreed to merge. 

The surprise announcement 
shortly after German stock mar- 
kets closed, presages creating a 
company with annual sales of 
about DM65bn (S37bn> and about 
190,000 employees. It would be 
Germany's biggest engineering 
group by far and, in terms of 
sales, fifth or sixth ranking 
industrial group. 

The news followed a meeting of 
the groups' supervisor)' and man- 
aging boards to consider reports 
of 19 working groups drawn from 
both companies and charged with 
exploring possible benefits and 
drawbacks of a merger. 

The reports, finalised on Fri- 
day. concluded that a merger 
would give both companies the 
chance to improve their position 
in world markets and strengthen 
their core activities in engineer- 
ing, industrial services and steel. 
They pinpointed "synergies of at 
least DM450m” a year that more 
than justified the acceptance of 
unspecified one-off costs. 

They decided the effects on 
employment would be slight and 
spread through the world. Any 
job losses would be offset "over a 
foreseeable period” through new 
employment opportunities aris- 
ing from the increased dynamism 
of the combined group. Shares of 
Thyssen and Krupp were 
suspended until further notice. 

However both companies 
advanced sharply to the unoffi- 
cial “grey market". Thyssen, 
which ended official floor trading 
in Frankfort at DM411. up 0.50 
pfennigs, was quoted as high as 
DM428. Krupp, which bad 
advanced strongly by DM23.80 to 
DM374 in official trading was 
later quoted unofficially at 
between DM390 and DM400. A 
merger vindicates the strategy of 
Gerhard Cromme, Krupp chief 
executive, who in March planned 
a hostile debt-financed bid for the 
larger Thyssen. The plan was 
aborted after protests from trade 
unions and politicians in Bonn 
and Dtlsseldorf, capital of North 


Continued on Page 14 
Lex, Page 14 
Lure of wedlock. Page 17 


Yahoo Japan IPO soars 
as internet fever strikes 


By Michlyo Nakamoto in Tokyo 

Internet fever hit the Japanese 
stock market yesterday, as the 
shares of Yahoo Japan, an infor- 
mation search service company, 
soared from an initial public 
offering price of Y700.000 ($5,820) 
to Y2m on their first day or over- 
the-counter trading. 

The dosing price values Yahoo 
Japan, which was founded less 
than two years ago, at 192 times 
expected earnings in its current 
year to March 31 1998. 

Analysts said that to addition 
to enthusiasm about the internet 
and Yahoo Japan's strong brand 
image, the sharp rise in the share 
price was probably doe in part to 
the small number of shares made 


Inside 


COMMENT & ANALYSIS 


available to the public. Only 975 
shares, 3 per cent of those issued, 
were sold to the public, and only 
318 were traded yesterday. 

The feverish reception is remi- 
niscent of that which greeted the 
stock market launch of Yahoo 
Japan’s US parent. Yahoo!, in 
April 1996. Priced at $13, Yahoo! 
shares opened at $2450 and shot 
up to $42J>0 later in the day, giv- 
ing the two-year-old company, 
which had yet to turn a profit, a 
market capitalisation of $Llbn. 

Yahoo Japan is a joint venture 
between Yahoo! to the US, which 
has 37 per cent of the shares, and 
Softbank, the Japanese pc soft- 
ware distribution and Internet 
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Trichet: 
a central 
banker 
with many 
talents 

By David Owen in Paris 

Jean-Claude Trichet may 
never become president gf 
the future European Central 
Bank - the wish of the 
French government - but 
h anke rs and economists say 
that wonld be no reflection 
on his talents. 

Mr Trichet, 54, took over 
as governor of the Bank of 
France as it secured Lade- 
pendence in monetary mat- 
ters in 1993. He has since 
presided over a period of 
unprecedently low inflation 
and rising international con- 
fidence In tbe French franc. 

One memorable sign of 
tbls came in May 1996, 
when long-term French 
interest rates sank below 
German rates for only the 
second time in modern bond 
market history. Analysts 
said at tbe time that the 



Trichet presided over a 
period of low inflation 


move had as much to do 
with German weakness as 
with French strength. Bnt 
the turnaround proved rea- 
sonably sustained, with Ger- 
man bonds closing the 
“yield gap" only recently. 

Mr Trichet's growing 
international reputation has 
not exempted him from the 
sort of regular domestic crit- 
icism over interest rate lev- 
els that is an occupational 
hazard for central bankers. 

This has continued despite 
the French economy’s recent 
upswing. Indeed, there are 
signs that the arrival of a 
leftwing majority in parlia- 
ment may cause the criti- 
cisms to intensify. 

Last month, for example, 
the parliamentary finance 
commission held an unusual 
meeting with the Bank of 
France's monetary council, 
which is headed by Mr Tric- 
het, and asked for an expla- 
nation of a recent interest 
rate rise. The meeting ini- 
tially took the form of a 
summons after the bank 
raised its intervention rate 
by 20 basis points in line 
with the German Bundes- 
bank. Tbe bank only agreed 
when the summons was 
toned down to an “invita- 
tion" to appear before the 
commission. 

Born in Lyons, Mr Trichet 
was chief of staff to Edouard 
Balladur, former prime min- 
ister, between 1986 and 
198", while Mr Balladur was 
economy, finance and priva- 
tisation minister. Mr Trichet 
then became director of the 
French treasury, considered 
tbe most prestigious admin- 
istrative position in govern- 
ment. where he remained 
until 1993 in spite of the 
return to power of the 
Socialists. He was also presi- 
dent of tbe Paris Clob, the 
international creditors’ 
organisation, between 1985 
and 1993. 

Imbued with the central 
banker’s gift for discretion, 
be also bas an entertain- 
ingly dry, almost mischie- 
vous, sense of humonr 
which occasionally surfaces 
in private conversation. 
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A calculated gamble for France 


By Lionel Barber in Brussels 

The nomination of 
Jean-Claude Trichet as a 
candidate to be the first 
head of the European Cen- 
tral Bank Is a calculated 
gamble which has the finger- 
prints of Jacques Chirac, 
France’s Gaullist president, 
all over it. 

Mr Chirac, who is due to 
hold talks in Paris today 
with Helmut Kohl, Ger- 
many's chancellor, has sent 
a firm signal that the French 
are determined to stop Euro- 
pean economic and mone- 
tary union being settled 
purely on German terms. 

French officials have per- 
sistently spread rumours 
about an informal under- 
standing with Germany over 
the ECB. In this scheme. 


Bonn had supposedly guar- 
anteed that the ECB's first 
president would be French, 
in return for French 
approval for the bank to be 
located in Frankfurt. 

German officials have 
repeatedly denied knowledge 
of such an agreement but 
have signalled firm support 
for Wim Dulsenberg. the 
Dutch president of the Euro- 
pean Monetary Institute, the 
forerunner of the ECB. 

Mr Chirac was said to 
have been incensed at the 
manner in which Mr Dulsen- 
berg was anointed last year 
as the favourite for the ECB 
job. after the early retire- 
ment of Alexandre Lamfal- 
ussy as EMI president 

In domestic terms. Mr Chi- 
rac’s gamble looks cute. He 
has pot forward a French- 


man to take over one of the 
most prestigious interna- 
tional financial jabs in the 
world, and has forced the 
Socialist-led government in 
Paris to fall into line. 

More cautious members of 
Lionel Jospin’s government 
might have preferred to have 
avoided another power-play 
with Bonn after the less 
than successful campaign 
last June to dilute the 
German-inspired stability 
pact on budgetary discipline 
for countries adopting the 
euro. 

Above all, the nomination 
of Mr Trichet is a bargaining 
chip in the next round of 
talks on the single currency. 
These cover the selection of 
countries which meet the 
entry criteria for Emu. the 
composition of the executive 


board of the ECB, and, indi- 
rectly, interest rate policy 
for euro-bloc members. 

The common factor in 
French calculations is Italy. 
France wants the Italians 
inside Emu because it is 
worried about the competi- 
tive threat of a weak lira 
outside the single currency 
zone Italian (and Spanish) 
membership is also viewed 
as a geopolitical counter- 
weight to Germany. 

But If Italy is a founder 
member of Emu, German 
officials, as well as th g Bund- 
esbank, have hinted the 
price would be higher inter- 
est rates to reflect the risk 
pre mium ahead of the euro's 
launch on January 1, 1999. 

France agrees on the need 
for a convergence of interest 
rates in the Emu bloc, but 


Mr Trichet, in his capacity 
as governor of the Bank of 
France, has warned pri- 
vately against higher rates, 
arguing it could stymie the 
nation’s economic recovery. 

In this sense, his candi- 
dacy is a foretaste of future 
battles over monetary policy 
in the euro zone. 

Finally, the Trichet nomi- 
nation marks a second shot 
in the battle over the compo- 
sition of the ECB board. Last 
week, the German govern- 
ment signalled that it was 
ready to argue in favour of 
keeping one of the six execu- 
tive seats open for Britain. 
The French move looks like 
a last throw of the dice to 
ensure that Paris wins the 
vice-presidency, if not the 
presidency- 

Edltorial Comment, Page 13 


A balancing 
act for Jospin 
over truckers 



British war graves at Bayeux, Normandy. Inset Mary McAleese, president-elect of the Irish 
Republic. There is controversy ova* whether Mrs McAleese should wear a commemorative 
poppy at her inauguration on November 11, Remembrance Day in Europe ap. iuh 

McAleese faces first 
test . . . over poppies 


By Robert Graham in Paris 

The French truck drivers’ 
strike is forcing tbe govern- 
ment of Lionel Jospin, the 
prime minister, to steer 
through a minefield of con- 
flicting interests. 

The Socialist-led adminis- 
tration has to satisfy Ha own 
supporters, not least the 
poorly paid truckers work- 
ing long hours who are pro- 
testing against their condi- 
tions of employment. But 
equally it cannot alienate 
further tbe business commu- 
nity, already disturbed by 
Mr Jospin's decision last 
month to introduce a 35-hour 
working week by 2000. 

On top of this, Mr Jospin 
must convince both the 
French public and France's 
European trading partners 
that he can achieve an early 
end to a strike which, in 
only two days, has started to 
cause serious disruption to 
the movement of goods by 
road. 

It will require considerable 
skill - and luck - to emerge 
from this crisis balancing all 
these elements. 

Given that the truckers 
and the main haulage 
groups were well prepared 
for the nationwide blockades 
which began on Sunday, the 
government appears to have 
underestimated the willing- 
ness of both sides for a con- 
frontation. 

The government held back 
from trying to encourage a 
deal until the last minute, 
arguing that the dispute was 
a private sector affair. 

Jean-Claude Gayssot. the 


communi st transport minis- 
ter. did not formally enter 
the picture until last Thurs- 
day. 

Once the minister was 
involved, he found himself 
presiding over an accord last 
Saturday which was boycot- 
ted by the main federation of 
hauliers representing tbe 
large trucking companies, 
and which was then uncere- 
moniously rejected by rank- 
and-file truckers in different 
unions 

This accord, involving an 
immediate 5 per cent pay 
rise, may yet be the basis of 
a final accord. Nevertheless, 
it failed to head off indus- 
trial action strangling tbe 
principal arteries of the 
French economy. 

Mr Gayssot on Monday 
visited a late-night truckers’ 
picket outside Paris, demon- 
strating his sympathy with 
their protest and under lining 

the government’s dilemma. 
During its five months in 
office, the government has 
carefully honoured its elec- 
tion pledges and courted its 
Socialist and Communist 
supporters. 

How then can it coax a 
better deal from trucking 
companies which already 
fear French haulage costs 
will be un comped lively high 
when European deregulation 
begins next year? 

Mr Jospin’s decision to cut 
the working week provoked 
the resignation of Jean Gan- 
dois, head or the Patronat 
employers’ federation, and 
confirmed it in its view the 
government was biased 
towards labour. 


By John Murray Brown 
in Dubfin 

Mary McAleese, the Irish 
president-elect, is facing her 
first controversy - over 
whether or not to mark next 
Tuesday’s Remembrance 
Day commemorations, coin- 
cidentally the day of her 
own inauguration. 

Asked whether she might 
wear a poppy in honour of 
the thousands of Irishmen 
who died fighting for the 
British Army in the two 
world wars, Mrs McAleese, a 
Belfast Catholic and the first 
UK citizen to become Irish 
head of state, said it was “an 
interesting idea". 

Noel Dempsey, Fianna Fail 
environment minister and 
manager of her election cam- 
paign. hinted she was 
unlikely to wear a poppy, 
arguing this would put pres- 
sure on her to display the 


Easter Lily, which symbol- 
ises those who died in the 
1916 rebellion against the 
British. By tradition the 
Irish shamrock is the only 
emblem worn by Irish presi- 
dents. 

Irish presidents attended 
the Cenotaph service in Lon- 
don from independence in 
the 1920s until Eamon de 
Valera forbade it in 1934. 
With the Northern Ireland 
Troubles, those attitudes 
hardened. 

It was only in 1996 that 
John Bruton became the 
first Irish p rimp miniwtpr to 
attend the Remembrance 
Day service at Dublin’s 
Islandbridge, a memorial 
designed by Edwin Lutyens, 
the architect and paid for by 
public subscription. 

That event was also 
attended by Tom Hartley, 
then rhflh-twm of Sinn Fein 
- a remarkable gesture 


given that during tbe Trou- 
bles, British servicemen 
were considered “legitimate 
targets" for the IRA, Sinn 
Fein's military arm. 

The latest contro ve rsy has 
been seized on as a test of 
Mrs McAleese's claims to be 
a bridge builder - to recon- 
cile Irish nationalists with 
the Protestants, who want to 
remain part of the UK. 

Jane Leonard, historian at 
Queen's University in Bel- 
fast, said it was often forgot- 
ten that Catholics were as 
eager to volunteer to serve 
in the first war as Protes- 
tants - to encourage the pol- 
iticians in Westminster to 
implement the promised 
Irish self-rule or Home Rule. 

The Easter Rising, how- 
ever, turned what was an 
overwhelming majority in 
favour of self-government 
within the UK into a major- 
ity for separation. 


‘Consult workers or face sanctions’ call 


By Ned Buckley in Brussels 

Possible sanctions against 
companies which dose fac- 
tories or take decisions 
affecting the future of work- 
ers without consulting them 
In advance will be suggested 
today by the European Com- 
mission. 

Sanctions could Involve 
rendering legally null and 
void the effects of any deci- 
sions taken without follow- 
ing standard consultation 
procedures. 


They would be designed to 
prevent a repeat of cases 
such as that of Vilvoorde, 
north of Brussels, where 
French car maker Renault 
announced without warning 
it was closing an assembly 
plant with the loss of the 
jobs of 3,100 w orkers. Tbe 
handling of the closure was 
condemned by Belgian and 
French politicians and by 
the Commission. 

The sanctions idea is part 
of a plan to introduce mini- 
mum standards on proper 


consultation of workers at 
national level throughout 
the European Union. 

Tbe Commission is pub- 
lishing a consultation paper 
on the issue today. It sug- 
gests that the sanctions 
against companies should be 
“effective and dissuasive". 

The European Works 
Council directive - adopted 
under the Social Chapter of 
the EU’s 1992 Maastricht 
Treaty - already requires 
multinational companies 
above a certain size to set 


up EU-wide worker consul- 
tation bodies. 

But tbe Commission said 
EU states' national laws 
often do not adequately pro- 
tect workers in companies 
not covered by the works 
council directive. 

Two EU states, the UK and 
Ireland, have no laws recog- 
nising the fundamental 
right of workers to be con- 
sulted. 

Where rights do exist, 
Padraig Flynn, social affairs 
commissioner, said they are 


sometimes called Into ques- 
tion because of tbe lack of 
proper sanctions to enforce 
them. 

Mr Flynn wants EU-wide 
union and employers’ organ- 
isations to reach a collective 
accord outside the normal 
EU process, as they already 
have done on part-time 
work and parental leave. 

Such collective accords 
were introduced by the 
so-called Agreement on 
Social Policy, a protocol to 
the Maastricht Treaty. 


Moscow faces dilemma on sell-offs 


The Russian government 
faces a tricky dilemma in 
deciding how aggressively to 
press ahead with its privati- 
sation programme in the 
face of a severe shortfall in 
state revenues and shaky 
financial markets. 

The instability which 
rocked bourses last week is 
still ruffling Russian mar- 
kets and has led to a sharp 
drop in share prices and a 
rise in longer-term bond 
yields. Investor confidence 
was further knocked by last 
week’s decision by the. Inter- 
national Monetary Fund to 
delay disbursement of a 
5700m tranche of its SlObn 
loan because of poor rates of 
tax collection. 

The Russian government 
is planning to sell sizeable 
stakes in four oil companies 
over the next few months, 
aiming to raise more than 
$4bn. But some private sec- 
tor borrowers, including Ros- 
telekom, the Moscow tele- 
phone company, and the Red 
October confectionery plant, 
have recently postponed 
forthcoming debt issues 
because of the Instability in 
the world financial markets. 

“The Russian government 
wants to sell as much as 
they can for revenue pur- 



poses. But unfortunately for 
them the people who are 
willing to buy these assets 
will not be so numerous as 
they were before," said Bri- 
gitte Granville, Russia econ- 
omist at J. P. Morgan, the US 
investment bank. 


However, the sales of the 
most attractive state compa- 
nies have retained the inter- 
est of big private companies. 
Analysts predict a tight for 
control of the government’s 
63 per cent stake in the Ros- 
neft oil group, which could 


raise more than $1.6bn. 
Lukoil and Gazprom, Rus- 
sia's two biggest energy 
companies, announced this 
week they intended to 
launch a joint bid. Other 
powerful financial and 
industrial groups, such as 
Oneximbank. Sibneft and 
Yukos, have expressed an 
interest. Also, at least two 
western oil giants, Royal 
Dutch/ Shell and BP. are 
believed to be considering 
participation in the Rosneft 
auction, which the govern- 
ment vows will be the most 
transparent to date. 

Par Mellstrom, head of 
research at Brunswick, the 
Moscow-based stockbrokers, 
said Rosneft had great stra- 
tegic importance and should 
still attract a lot of interest 
from big industrial concerns. 
"Bad market conditions will 
lower the price slightly but 
the strategic needs of all 
these big groups should lead 
to a high price. The com- 
pany which buys Rosneft 
will immediately improve 
their position in the industry 
for both offensive and defen- 
sive reasons," he said. 

It is more difficult to pre- 
dict what the demand will be 
for shareholdings in Slavneft 
and the Eastern Oil Com- 


pany, two middle-ranking ofl 
companies, although the 
Alfa Group seems certain to 
win control of the Tyumen 
Oil Company, the smallest of 
the oil companies to be put 
up for sale, another medium- 
sized oil company. 

So far this year, tbe Rus- 
sian government has 
exceeded its target for priva- 
tisation revenues, largely 
thanks to the sale of a 25 per 
cent stake in Svyazlnvest, 
the national telecommunica- 
tions company, for $L9bn. 

The state property com- 
mittee announced yesterday 
that in the first 10 months of 
1997 it had raised 
Rbsll,470bn from sales of 
state assets - 75 per cent 
more than budgeted. 

But for the moment, for- 
eign portfolio Investors 
appear wary of the Russian 
equity and Treasury-bill 
(GKO) markets. A sharp 
drop in yields on short-dated 
government paper and a con- 
sequent rise at the longer 
aid of the market have been 
cited by some analysts as a 
sign that investors are 
looking to reduce their expo- 
sure to the Russian domestic 
debt market 

John Thornhill 


NEWS DIGEST 


Dini attacks 
pension accord 

Lamberto Dini, Italy's Foreign minister, has launched an 
unexpected attack on this week's pensions reform 
agreement between government and trade unions. 
claiming 1 it makes no structural reductions in spending 
and unfairly penalises the middle class. As Romano 
Prodi’s government prepares to table its final pension 
proposals in today. Mr Dini* who implemented 

the test set-piece reform of pensions In 1995, claimed the 
negotiations h»d produced an and unbalanced 

package. 

Mr Dint said the government’s final proposals would 
penalise Italy’s self-employed population, forcing them to 
makp higher pensions contributions and restricting 
index-linked rises for people getting larger payouts In 
retirement. 

Mr Dirvi's comments were yesterday viewed in some 
political circles as subtle electioneering on b ehalf of his 
CTwaji centrist party, Italian Renewal, ahead of important 
mayoral elections due to be held later this mont h . 

The comments added to a growing impression that the 
HmI agreed after talks set up by Mr Pnxfi had failed to 
create a sustainable reform of huge pensions liabilities, 
which are currently around 14 per cent of gross domestic 
product. James Blits, Rome 


HAMBURG ALLIANCE 


SPD, Greens agree terms 

The Democrats (SPD) and members of tbe radical 
Green party have agreed to form an alliance to govern the 
city state of Hamburg, after tire left emerged weakened 
fr om municipal elections in September. 

The agreement ended six weeks of negotiations on a 
new administration for Hamburg, where the Christian 
Democratic Union (GDU) of Chancellor Helmut Kohl 
failed to win but did well in elections on September 21. 
Hamburg has traditionally been a fief of the SPD. 

The CDU had proposed forming an alliance with the 
SPD but the Social Democrats, who will be fighting Mr 
Kohl In general elections in September, refused. The SPD 
party has now formed anti-CDU alliances with the Greens 
in a total of five of Germany’s 16 states. 

In Hamb urg; the Greens will run three ministries - 
gr-^ppr-p anil highw education, environment and city, 
parliamentary relations and European policy. 

The agreement must be signed by the two sides and 
then approved by the Greens on Sunday and by the SPD 
on Monday. AFP, Hamburg 

ARMS TO IRAQ 


German businessmen on trial 

Four German businessmen alleged to have made illegal 
arm sa les to Iraq went on trial yesterday in the third such 
case in recent weds. 

Four bu sin es s men from the Ravert company and a 
subsidiary went on trial In the western German city of 
Darmstadt, charged with supplying equipment worth 
DM8J>m ($4Bm) for malting ramps to launch Scud 
missiles. 

Three directors of the company and a colleague are 
accused of illegally exporting the products from 1988 to 
1990. They are also charged with fraud to obtain state 
export credit guarantees worth DM715,000. 

On Monday, three Germans were each sentenced to two 
years in prison in the west German city of Mannheim for 
Illegally exporting to Iraq machines used for making 
missile parts. AFP, Darmstadt, Germany 

NATO EXPANSION 


US pledge on Bratislava 

The US does not intend to isolate Slovakia, despite 
political problems which have excluded It from the first 
round of Nato expansion, Washington’s ambassador said 
in a newspaper Interview. 

So for. we have not shut any doors. We have just said 
that the politics and the laws adopted in Bratislava 
excluded this country from the first group of the Nato 
membership candidates." Ralph Johnson said in 
yesterday’s Pravda. “The same politics and legislation are 
evidently endangering the opportunities of Slovakia to 
join the European Union.’’ 

Mr Johnson said some US aid programmes for Slovakia 
would continue despite its failure to be invited to join 
Nato. He said the value of US military assistance and 
co-operation with Slovakia had risen to $13m from 51m in 
1994. 

“However the enlargement of Nato turns out, we expect 
that this important aspect of the relations between the US 
and Slovakia will gain strength,” he added. 

Reuters, Bratislava 

HUMAN RIGHTS 


Turkish policemen jailed 

Two Turkish policemen were yesterday sentenced to five 
and a half years in jail for torturing a man who later fell 
to his death from a window of an Is tanb ul police station. 

Anatolian news agency said the chairman of the 
Istanbul court concluded that the two policemen, Seydi 
Yapici and Recep Ucar, had used "cruel, inhuman and 
discreditable actions" after arresting Ali Riza Aydogan in 
February 1991. 

The court said their behaviour amounted to torture and 
sentenced the policemen to five and a half years 
imprisonment. Another four policemen in the case haH 
gunflar charges against them dismissed for lack of 
evidence, the agency said. 

Anatolian said Aydogan had been arrested for looking 
suspicious and "committed suicide" by throwing himgaif 
out a third floor toilet window after being held for three 
days in the police station in Beyogiu district in central 
fotanbuL Reuters, Istanbul 

NICHOLAS II 


Tsar’s bones to be moved 

Baris Yeltsin, file Russian president, yesterday ordered 
the transfer of the bones of the country's last tsar, 
Nicholas O, from the Urals city of Yekaterinburg to 
Moscow for final identification, the Kremlin 
A Kremlin statement said tbe remains of the royal 
fomfly. executed in 1918, would return to Yekaterinburg 
after experts came to their conclusions. It said Mr Yeltsin 
would make a final decision on the time and venue of 
their burial in 1998. Reuters, Moscow 

POLAND AND EU 


Bishops visit Brussels 

Nine Polish Roman Catholic bishops yesterday travel] 
? J Bn ^? a toree-day visit to discuss the religion 
side of Poland s prospective integration in the Europei 
Union. 

The nine bishops were due to meet the Euro p ea n 
pafiament chairman and the European Union foreign 
relations commissioner. They were also scheduled to 
discuss issue such as agriculture and the media. 

The church in the predominantly Catholic country 1 
triy reena.y <**» <* °P™ly In rapport of Poland* 
entry into the union. 

AP, Wan 
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NEWS: EUROPE 


Greece, Turkey to work together 


By Kerin Hope in 
*8*3 Pelagia, Crete 


Costas Simitls aid Mesut 
Yiiniaz, the Greek and Turk- 
ish prime ministers, have 
Pledged to work for better 
relations, while making clear 
there will be no quick solu- 
tion to disputes over the 
hnia islets and the Aegean 
continental shell 
Mr Simitis and Mr Yilmaz 
underlined the need far regu- 
lar contacts after meeting 
far the first time on' the side- 
lines of a Balkan summit on 
Crete this week. Their tnivo 
fallowed incidents last 


month between Greek and 
Turkish military aircraft and 
a near-cohisfan or two war- 
ships, which raised fears of a 
possible clash m the Ae g a qp 

Mr Simitis, under attack 
Yesterday from a hardline 
anti-Turkish faction in bis 
governing Socialist party, 
said: “It is important for 
leaders of countries with 
problems to meet to get 
their view across to each 
other. If we do not do this 
Greece win be isolated and 
pushed into a cccnsr.” 

Mr Yilmaz called far more 
high-level meetings «wi the 
revival of confidence-build- 


ing measures agreed during 
a brief Greek-Turldsh rap- 
prochement in 1388 but 
never implemented. “It is of 
great importance that we 
meticulously, refrain from 
tensions and action that 

mig h t briny os tO a COUfBcL” 

The - talks effectively 
revived last July’s US-bro- 
kered agreement in Madrid 
between Mr Simitis and 

President Suleyman Demirel 

of Turkey, in which the two 
sides agreed to . renounce 
force in bilateral relations. 
They also improved the out- 
look for EU accession negoti- 
ations for Cyprus that start 


next ApriL But no progress 
was made on the long-run- 
ning Aegean dispute, which 
Greece says must be referred 
to International arbitration. 
Mr Yilmaz repeated Turkey's 
rfpmaTiri for taTfrc on all the 
Greek-Tnrkish disputes, 
including on the Aegean. 

Both leaders appear 
unwilling to face the politi- 
cal costs of narrowing 
Greek-Turkfeh differences in 
the Aegean. While Mr Simi- 
tis is criticised by Socialist 
hardliners for softening gov- 
ernment policy towards Tur- 
key, Mr Yilmaz is reluctant 
to risk a Ha«h with the influ- 


ential Turkish military 
establishment. A further 
obstacle to Greek-Turkish 
co-operation emerged when 
Turkey rejected a Greek pro- 
posal to set up a permanent 
body in Athens to organise 
fatnre Balkan meetings. 

Greece has taken the lead 
in promoting relations 
between Balkan countries. 
The gathering on Crete also 
brought together Bulgaria, 
Romania and Albania to dis- 
cuss economic co-operation 
and efforts against drug- 
smuggling and illegal immi- 
gration. 

Turkey and the EU, Page 12 



Costas Simitis, Greek prime minister, meets his Turkish counterpart, Mesut Yilmaz 


Yugoslav dinar down by 10% 


By Guy Dfomore in Belgrade 


The Yugoslav din ar hag 
plummeted on the open mar- 
ket this week following a 
sharp rise in the money sup- 
ply that threatens to derail 
the Socialist government's 
economic stabilisation pro- 
gramme. 

While the non-convertible 
dinar remains officially 
pegged at 3J3 to the Ge rman 
mark, illegal street traders 
yesterday were offering 
around 4.4 dinars, a fall of 
more than 10 per cent from 
last week and almost a third 
since August More falls are 
expected. 

Aleksandrs Posarac. an 
economist and vice-president 


of the opposition Civic Affi- 
ance, said the government 
was pumping unbacked 
dinars into the economy to 
woo voters ahead of a fresh 
round of Serbian presiden- 
tial elections ywvt 1 mont h. 

Money in circulation last 
month was estimated at 
lObn dinars ($L60bnX almost 
double the amount six 
months ago. “li mama the 
government is really in trou- 
ble. They are running out of 
funds," Mrs Posarac said. 
“Elections are coming and 
they need money to pay off 
pensioners." The dinar has 
also been weakened by a 
sharp rise this week in pet- 
rol prices, from 3.7 dinars a 
litre to 4J9 dinar s, after the 


government increased taxes 
on fnel to help fund its wid- 
ening budget deficit. 

Because of a lack of trans- 
parency. it is not clear how 
Yugoslavia is funding a bal- 
ance of payments deficit 
forecast to reach $2bn this 
year. But diplomats said the 
government had so far man- 
aged to stave off total eco- 
nomic collapse, thanks to 
the bidden proceeds from 

smuggling, armw safes «pd 
dwindling reserves held in 
secret accounts abroad. 

The ruling Socialist coali- 
tion of Slobodan Milosevic, 
the president, has suffered 
serious setbacks over the 
past two mouths, losing its 
majority in the Serbian par- 


liament and nearly losing 
the presidency to Vojislav 
Se se& the extreme national- 
ist leader of the Serbian Rad- 
ical party. The presidential 
vote was Invalidated by a 
turnout that fen short of the 
legally required 50 per cent, 
and a fresh election hag been 
called far December 7. 

With access to interna- 
tional financial institutions 
blocked by US sanctums, the 
main achievement of the 
Socialists has been to stabi- 
lise the economy through a 
tight monetary policy. But 
economists said inflation 
would return as the govern- 
ment resorted to printing 
dinars for short-term politi- 
cal gains. 


Germany backs solar energy 


By Peter Norman in Bom 


The Bonn government and 
the states of Bavaria and 
North Rhine- Westphalia yes- 
terday announced a pro- 
gramme of public financial 
support aimed at turning 
Germany into a leading pro- 
ducer of solar cells. 

Backing will be provided 
for two solar cell factories. 

Pilkiugton Solar Interna- 
tional of Cologne and Deut- 
sche Shell wiD invest about 
DM30m ($i7m) in a plant to 
produce cells with an annual 
electricity generating capac- 
ity of 25MW from 1999 at 


Gelsenkirchen in the Ruhr 
region of North Rhine- 
Westphaha. 

Angewandte Solarenergie 
(ASE), part of the RWE 
group, will spend DM2Qm 
expanding annual produc- 
tion at its plant In Alzenau. 
Bavaria, from 1MW to 13MW 
of criin by 1999. It plans to 
increase output to 25MW 
later if demand allows. 

JOrgen ROttgers, the Bonn 
research and technology 
minister, said the fedantt 
government would support 
the projects with DM 12m 
over the next three years. 
The North Rhine-Westphaha 


government will provide 
DM1 0m for the Gelsenkir- 
chen plant, while Bavaria 
will support the initial 
expansion of the Alzenau 
plant with up to DM 6m. 

Mr RQttgers said Ger- 
many’s aim was to ch»n<mga 
the US and Japan, the two 
leading solar ceD producers 
with sales last year of 
39B5MW and 212MW respec- 
tively. The planned expan- 
sion would - boost German 
solar cell production to 
about a third of current 
world demand. 

Measured in terms of gen- 
erating capacity, global 


demand is expected to jump 
30 per cent to 120MW this 
year and continue growing 
by at least 15 per cent a year 
over the long term. German 
industry believes there could 
be a market for solar cells in 
thinly populated developing 
nations. 

Solar energy has suffered 
in the past from being 
expensive. However, a joint 
statement from the Bonn, 
Munich and Dflsseldorf gov- 
ernments said the plants in 
Gelsenkirchen and Alzenau 
would use highly integrated 
production methods that 
would push down costs. 


Hungarian ‘soap’ tackles Nato 


Anatol Lieven reports from Budapest on a TV campaign seeking 
to persuade the country to join the Atlantic military alliance 


C olonel Lajos Korda of 
the Hungarian army 
is one of the most 
successful advocates of his 
country joining the Nato 
military alliance - despite 
the fact he does not exist. 

Col Korda is a new charac- 
ter in Hungary’s most popu- 
lar soap opera, “Fhmilia kft". 
He became one of the soap 
opera family’s neighbours in 
the summer, after the 
Defence Ministry paid Ft 7m 
($36,000) to have a pro-Nato 
character inserted into the 
series. 

The colonel has spear- 
headed an unprecedented 
campaign to win the coun- 
try’s opinion round to Nato 
membership in advance of a 
referendum scheduled for 
November 16. Hungary is the 
only one of the three pro- 
spective Nato entrants hold- 
ing a referendum on the 
issue; the other two, Poland 
and the Czech Republic, plan 
no such move. 

An unsuccessful vote 
would call Nato's eastward 
expansion into question and 
deal a severe blow to the 
Hungarian government's 
prestige in the run-up to gen- 
eral elections due next May. 
But Col Korda seems to have 
made his mark; opponents of 
Nato membership, in the 
majority earlier this year, 
have seen their numbers 
dwindle. 

According to opinion polls. 


from only 47 per cent in 
March, those saying Yes to 
membership now number 
more than 70 per cent of the 
population. About 30 per 

cent remain opposed. 

The referendum was prom- 
ised by the ruling Socialists 
before they took power in 
1994, by way of appealing to 
neutralist sentiment. Now 


An unsuccessful 
vote would call 
Nato expansion 
into question 


they are stuck with the vote, 
despite the fact that mean- 
while, they have themselves 
become strong advocates of 
membership. 

The government has allot- 
ted Ft 112m to the propa- 
ganda camp aign, which has 
included a 12-part television 
documentary series on Nato, 
“support for journalists and 
the media in describing 
Nato", and a highly sophisti- 
cated CD -Rom, “Natopoly". 
for use in schools and 
libraries. This consists of a 
game in which the players 
answer questions about 
Nato. If they get it right, the 
image of one or other lead- 
ing politician appears on the 
screen, declaring they 
should be In parliament. 

Apart from the publicity 


campaigns, government has 
also reduced opposition by 
postponing a controversial 
decision on buying new 
fighter aircraft from the 
west at a cost of up to 
fl^bn. 

Many Hungarians thought 
that- western arms compa- 
nies were trying to use Hun- 
gary’s desire to join Nato as 
a means of pressing the Hun- 
garian government to buy 
their aircraft. 

But assuaging anti-Nato 
sentiment is not enough. 
The real danger, officials say 
privately, is of a low turn- 
out If less than 50 per cent 
of the population go to vote 
on November 16, the govern- 
ment fears it will send a neg- 
ative message to the western 
parliaments which have to 
vote on Nato expansion - 
most notably the US Senate. 


A n informal poll on 
the streets of Buda- 
pest this week saw a 
large proportion of those 
questioned replying they had 
not yet decided whether to 
vote. “It will depend on the 
weather,” was a common 
response. 

But despite popular indif- 
ference, the country's politi- 
cal establishment has piled 
up behind joining Nato. All 
the parliamentary opposition 
parties support membership. 

Opponents are only to be 
found on the political 


fringes. The foes of member- 
ship include the pacifist 
Alba Circle, the Workers' 
party, the descendant of the 
hardline communists, and 
the ultra-nationalist Justice 
and Life party. 

All these groups have com- 
plained about the way tax- 
payers* money bas been 
spent on the pro-Nato cam- 
paign. The Alba Circle com- 
plained to ORTT. the televi- 
sion regulatory authority, 
about Col Korda's proselytis- 
ing appearance on “Familia 
kft”. 

ORTT subsequently 
ordered Hungarian state 
television to signal clearly 
that the character had been 
specially inserted. 

One official said that when 
it came to disseminating the 
government's pro-Nato 
views, soap operas left other 
media forms behind. “This 
way we can reach milli ons of 
people, week after week." he 
added. “Writing articles just 
does not compare." 

Tiber Csaszar, responsible 
far the Nato campaign in the 
foreign ministry, is also 
unrepentant 

“In a democracy, parlia- 
ment represents the people. 
If the government and ail 
the main political parties 
support the Euro-Atlantic 
integration process, then we 
simply do not have the light 
to give a major voice to the 
opposition.” 
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NEWS: INTERNATIONAL 


Iraq urged 
to delay 
expulsions 


Islamic boycott undermines Jordan’s election 


By Affichael Littlejohns 

In New York 

Kofi Annan. UN secretary 
general, yesterday appealed 
to Iraq to relax today's dead- 
line for the expulsion of 
American arms inspectors. 

A LIN spokesman said 
Tariq Aziz. Iraq's deputy 
prime minister, agreed to 
consider the plea. He was 
due to receive later today in 
Baghdad a three-man diplo- 
matic mission appointed by 
Mr Annan to discuss the 
impasse over inspections. 

However, hopes for suc- 
cess were not encouraged by 
Iraq's renewed refusal to 
allow American investiga- 
tors to enter a weapons site 
yesterday. Other inspections 
were imm ediately called off 
because the UN will not 
allow Iraq to choose the 
nationalities of inspection 

te ams . 

Seven American inspec- 
tors were last week ordered 
to leave by lam local time 
on Thursday Cl Opm GMT 
tonight). 

US diplomats said the 
expulsion order was unac- 
ceptable and they did not, 
therefore, acknowledge there 
was a deadline. 

Security Council members 
were outraged by the latest 
move to block inspections, 
which Sir John Weston, UK 
delegate, termed “curiously 
disrespectful" and an insult 


to Mr Annan while his emis- 
saries were on their way to 
Baghdad. 

A report on the incident 
was delivered to the Council 
by Richard Butler, Austra- 
lian bead of the commission 
charged with eliminating 
Iraq's deadliest arsenals, but 
no immediate formal action 
was expected. 

In a separate move yester- 
day. France and Russia 
Issued a joint statement 
urging Iraq to stop defying 
the UN. The Russian 
involvement appears calcu- 
lated to signal to Baghdad 
that it may not count on any 
division within the Security' 
Council 

Short of a more serious 
development such as an 
Iraqi attack on a U-2 surveil- 
lance aircraft, which had 
been threatened, the Council 
seems likely to mark time at 
Least until the mission 
reports back, probably next 
Monday. 

In the meantime, Mr 
Annan hopes that President 
Saddam Hussein himself wiD 
agree to see the envoys who 
are horn Algeria. Argentina 
and Sweden. 

Fred Eckhard, the UN 
spokesman, confirmed that 
U-2 Qight operations would 
continue regardless of the 
Iraqi threat Military experts 
believe Iraq has little chance 
of shooting down a U-2. 


By Rageh Omaar in Amman 

Jordanians voted yesterday 
in the first parliamentary 
election since the signing of 
a peace agreement with 
Israel in 1994 to elect a lower 
house that will be dominated 
by pro-government indepen- 
dent candidates. The predict- 
able outcome is due to a boy- 
cott by the Islamic Action 
Front (IAF). the largest 
opposition party. 

The absence of the IAF 
along with eight other left- 
wing and pan-Arabist opposi- 
tion parties is in protest 


against the 1993 Electoral 
- Law which in effect limits 
the number of seats the 
Islamists could hope to win 
by giving a greater propor- 
tion of seats to rural areas, 
rather than pro- LAP urban 
districts. 

The election could mark a 
turning point for Jordan's 
relationship with Islamic 
groups. For decades Jordan 
has been almost unique in 
the region In coopting the 
powerful Moslem Brother- 
hood and other Islamic 
organisations into the politi- 
cal process, with the active 


encouragement of King Hus- 
sein. The decision of the IAF 
and the Moslem Brotherhood 
to boycott the poll has 
changed, that relationship 
and revealed the increas- 
ingly Palestinian nature of 
the Islamist movement in 
Jordan. 

Many of the TAP’s 16 MPs 
In the previous parliament 
were elected from predomi- 
nantly Palestinian urban 
areas. If, as analysts predict, 
the election produces a low 
turnout in these areas but a 
higher turnout in rural and 
Bedouin districts it will rein- 



force political differences not 
only between rural and 
urban areas, but also 
between predominantly Pal- 
estinian and East Bank Jor- 
danian areas. 

The boycott has had a dra- 
matic effect More than 95 
per cent of the 524 candi- 
dates contesting the 8Q seats 
in toe lower house are stand- 
ing as independents, most of 
them representing purely 

tribal and regional Interests. 
This produced a lacklustre 
campaign with little debate 
of national issues such as 
the future of the peace 


Court 
blow to 
Sharon 


treaty with Israel, which 
faces considerable public 
hostility, or economic and 
trade issues including 
whether Jordan should con- 
tinue with the International 
Monetary Fund's austerity 
measures after the current 
programme ends next year. 
Several hundred election 
posters by candidates in 

Amman which called for an 
end to normalisation with 
“the Zionist entity" were 
torn down and confiscated 
by the authorities. 

Nasir Rashid, the Interior 
minister said: M AU indica- 


tions are reassuring and 
encouraging. Wo expect a 
good turnout." But there 
have been widespread allega- 
tions by oppusUfon groups of 
vote-rigging. In the week 
before the poll government 
officials admitted they had 
found 120.000 duplicated 
names, tin? equivalent of to 
per cent of the electorate, on 
voting lists In several dis- 
tricts and 11 candidates were 
being prosecuted. Mazcn 
Armouti. government 
spokesman, said toe irregu- 
larity was common in some 
rural areas. 


Against a darkening sky: Israeli and Palestinian negotiators began formal talks in the US 
yesterday despite the absence of most of the Palestinian team. Delegations led by David 
Levy, Israeli foreign minister, Mahmoud Abbas, senior PLO member, and D ennis Ross, US 
special co-ordinator, met at a State Department training centre in Arlington. Meanwhile, 
construction work went an yesterday on the disputed Jewish settlement of Ear Homs in 
east Jerusalem. A “time-out" on building new settlements is one of the most keenly held 
Palestinian demand s nim- 




Murdoch tax inquiry to conclude soon 


By Avi MactiHs in Jerusalem 

Israeli tax authorities said 
yesterday an investigation 
into suspected tax evasion 
by News Datacom Research 
(NDR). a Jerusalem-based 
subsidiary of Rupert Mur- 
doch's News Corporation 
group, was likely to be con- 
cluded next month. 

Tax officials launched a 
public investigation in Octo- 
ber 1996 into suspicions that 


NDR bad concealed up to 
$l50m (£90m) in Income 
since 1989. The authorities 
say the investigation is the 
biggest and most complex in 
Israel’s history, encompass- 
ing 400.000 documents and 
the interrogation of dozens 
of witnesses. 

Officials yesterday 
declined to say whether 
indictments would be served 
against company officials. A 
company source said NDR. 


renamed News Digital 
Systems earlier this year, 
had co-operated with the 
inquiry. “The company is 
confident the storm has 
largely passed, and does not 
expect any negative conclu- 
sions from the investiga- 
tion, " he said. 

The Israeli inquiry fol- 
lowed a Financial Times 
investigation published in 
May 1996 into the tax struc- 
ture operated at NDR, a sub- 


sidiary of News Datacom. a 
UK-based company which is 
part of News Corporation. 
The company is involved in 
the supply of “smart-cards” 
to subscribers of BSkyB, the 
satellite broadcaster 40 per 
cent owned by News group. 
Smart cards ensure that only 
paying subscribers receive 
transmissions. 

Internal documents seen 
by the FT showed how the 
company organised its 


accounts and structure 
between 1988 and 1992 to 
minimise tax payable in 
Israel and the UK 
The state of Israel yester- 
day asked a Jerusalem court 
to defer a hearing on per- 
sonal charges against Leo 
Krelger, chief financial offi- 
cer of NDR at the time, since 
they could not provide him 
with relevant documents 
being used in the 
inquiry. 


By Judy Dempsey 
in Jerusalem 

Ariel Sharon, Israel's 
infrastructure minister, yes- 
terday lost a libel suit after a 
court ruled he bad failed to 
inform Menachem Begin, for- 
mer Likud prime minister, 
about his intentions to send 
Israeli troops as far as Beirut 
in 1982. 

The court decision was 
made six years after Mr Sha- 
ron began a libel suit against 
UB Benziman. a jo urnalis t at 
Ha’Aretz, a leftwing daily 
newspaper. Mr Benziman 
stated that Mr Sharon, 
defence minis ter when Israel 
invaded Lebanon; misled Mr , 
Begin about how far Israeli ■ 
troops would advance. 

At a news conference last 
night, Mr Sharon insisted 
the government made the 
decisions “every part of the 
way”, adding the advance on 
Beirut was “a direct order 
from Begin to the chief of 
staff". Mr Begin died in 1992 
after withdrawing from pub- 
lic life in 1983 as casualties 
increased in Lebanon. 

Mr Sharon said he would 
continue In office. His law- 
yer would lodge an appeal 
against the court decision. 

Mr Netanyahu said he 
would stand by his minister. 

Mr Sharon was forced to 
resign as defence minister 
soon after the deaths of hun- 
dreds of Palestinians in refu- 
gee camps close to Beirut in 
1982. 


Algerian MPs’ 

demonstration 

is broken up 


By Route Khalaf In London 

Algeria’s army-backed 
government yesterday broke 
up a demonstration by oppo- 
sition members of parlia- 
ment protesting against 
alleged electoral fraud. But 
opposition parties vowed to 
step up their confrontation 
with the regime by calling 
for more protests throughout 
the country and a general 
strike. 

Dozens of MPs, represent- 
ing six opposition parties, 
tried to march in central 
Algiers, but found them- 
selves encircled by police. 
The protest came a day after 
anti-riot police clashed , with 
student demonstrators and 
broke up a sit-in by the Rally 
for Culture and Democracy 
(RCD), a secular opposition 
party. 

The National Democratic 
Rally (RND), a new govern- 
ment party, won more than 
50 per cent of local and pro- 
vincial council seats in the 
elections, according to offi- 
cial results. 

Opposition parties called 
on supporters to demon- 
strate tomorrow in several 
Algerian cities, including 
Oran, Setif and Annaba. 

“We are raising the stakes 
but in pacifist manner ," said 
a spokesman for the Move- 
ment for a Peaceful Society. 

The government appears 


determined to stop the pro- 
tests. After allowing two 
mass demonstrations in 
Algiers last week. It has 
warned parties to halt the 
demonstrations, reminding 
thorn that public gatherings 
required prior approval. 

Meanwhile. President Lia- 
mine Zeroual said the par- 
ties’ complaints would be 
dealt with through legal 
channels. More than 1, 000 
complaints have been 
lodged. But parties like the 
RCD said the fraud was so 
persuasive that they saw no 
point in filing complaints. 

“They are cracking down 
because they bet that our 
protests won't last and that 
the opposition will frag- 
ment.” said Khalidn Messa- 
oudi. a leader of the RCD. 
“But what they face is unity 
among parties on the ques- 
tion of electoral fraud.” 

The . protesters include 
most oi the legal opposition: 
the Movement for a Peaceful 
Society and Ennahdn. two 
Islamist movements; and the 
Socialist Forces Front and 
the Rally for Culture and 
Democracy, two secular, 
largely Berber-based parties. 
The Islamic Salvation Front, 
the now banned party which 
was stripped of an electoral 
victory in 1992. plunging the 
country into nearly six years 
of bloodshed, had called for a 
boycott of the local elections. 


NEWS: WORLD TRADE 


Travel agents accuse Star airline alliance iR-R wins i Seoul 


By Arkady Ostrovsky and 
Michael Skapinker 

Three of the world's biggest 
buyers of corporate air 
travel have accused the Star 
Alliance, led by Lufthansa of 
Germany and United Air- 
lines of the US. of failing to 
deliver price benefits to pas- 
sengers. 

The criticism by American 
Express. Hogg Robinson 
Business Travel Interna- 
tional and Carlson -Wagonlit 
comes after Karel Van Miert. 
the European Union compe- 
tition commissioner, said 
last week that he had 
stepped up his investigation 
or the Star Alliance and that 
he could impose strict condi- 


tions on its operations. 

The EU investigation is 
part of a wider inquiry into 
airline alliances, prompted 
by the planned link-up 
between British Airways and 
American Airlines. While 
the BA-American affiance 
cannot begin operating until 
it is cleared by regulators in 
Brussels and Washington, 
the Star Alliance - which 
also includes Scandinavian 
Airlines System. Thai Air- 
ways, Air Canada and Varig 
of Brazil - was formally 
launched this year. 

Mr Van Miert said he 
could not stop the Star Alli- 
ance from operating because 
the US authorities had 
already allowed it to go 


ahead. However, he said he 
would take action against 
the alliance if it was anti- 
competitive. Mr Van Miert 
has already demanded that 
BA and American give up 
350 weekly takeoff and land- 
ing slots at London's Heath- 
row airport He could insist 
the Star Alliance gives up 
slots too. 

When the alliance was 
formed earlier this year, its 
members said it would lead 
to lower feres. BA and Amer- 
ican have also said their alli- 
ance would result in lower 
lares. But consumer groups 
have expressed unease about 
airline alliances, which sell 
seats on each other's flights 
and offer joint frequent flyer 


programmes. The consumer 
groups say the affiances 
could push up fares. 

The travel agents, which 
purchase tickets for large 
companies, say these fears 
are well-founded. Mike Platt 
director of commercial 
affairs at Hogg Robinson, 
said: “At present we see no 
price advantages for custom- 
ers flying Star Alliance." 

This view was supported 
by American Express and 
Carlson -Wagonlit, the US- 
french travel group, which 
said that although the Star 
Alliance offered benefits 
such as joint frequent flyer 
programmes, it was not price 
competitive. “Price benefits 
are crucial because corpo- 


rate clients are increasingly 
looking not only for quality, 
but also for ways of control- 
ling their travel budgets," 
said Brian Crank, commer- 
cial director at Carlson-Wa- 
gonlit 

Luf thans a said the alli- 
ance's fares reflected market 
conditions. Graham Atkin- 
son, United vice president, 
said the Star Alliance's 
worldwide network was 
attractive to customers. He 
said: “It's over-simplistic to 
say 'are prices today lower 
than yesterday?'" 

• Business air fares for 
internal US flights have 
risen 20 per cent in the Last 
12 months, according to a 
survey by American 


. Express, writes John 
Authers in New York. The 
company’s Business Airfare 
Index suggested that the 
repeated lapse and reinstate- 
ment of a federal tax, intro- 
duced in January last year, 
along with continued growth 
in the number of passengers, 
had allowed airlines to raise 
feres by 34 per cent since 
February last year. 

American Express also 
found evidence that compa- 
nies were becoming more 
aggressive in manag in g their 
air travel budgets, with the 
average fare paid rising only 
10 per cent over the last 12 
months, half the rate of 
increase in overall fares 
charged. 



White House gets ball 
rolling for fast-track 


By Nancy Dunne 
in Washington 

President "0111 Clinton's 
administration Is hoping to 
build enough support in 
Congress this week to 
deliver a vital weapon in his 
trade and foreign policy - 
so-called fast-track negotia- 
ting authority. 

A crucial week began with 
on elaborate press confer- 
ence. staged by Tom 
Daschle, the Senate Demo- 
cratic leader, who said he 
would vote for the measure. 
If passed it would give Mr 
Clinton the authority to 
negotiate trade agreements 
which Congress can then 
either approve or reject 
without amendment 

Although there had never 
been any doubt that Mr 
Daschle would come aboard 
in the end. he praised the 
administration for producing 
“an unprecedented docu- 
ment" of its broader strategy 
for trade negotiations - a 
series of presidential execu- 
tive orders designed to 
address concerns of environ- 
mentalists and the workers' 
rights lobby. 

The performance drew no 
endorsements from environ- 
mental and labour groups 
which have formed a power- 
ful opposition along with 
protectionist business, form 


groups and isolationist, anti- 
trade Republicans such as 
Pat Buchanan, a former 
presidential candidate. 

However, it may provide 
political cover for congress- 
men and it gives the impres- 
sion that the administration 
has the legislative momen- 
tum that would make it pos- 
sible for many Democrats to 
vote for the measure. 

A vote in the Senate yes- 
terday was expected to head 
off a procedural delay so the 
legislation can come to the 
floor today or on Thursday. 
Although the bill is given a 
fair chance in the Senate, 
the outcome in the House 
may not be clear until the 
votes are counted on Friday. 

To sustain the perception 
that support is building up 
for the administration's case, 
the powerful Business 
Roundtable has called in the 
services of its 100 chief exec- 
utives of big US companies. 

More than 30 will arrive 
today, leaving their jets 
parked at National Airport 
while they fan out across 
Capitol Hill. 

“This is when all the 
momentum builds," said Vir- 
ginia Hume of America 
Leads on Trade, the business 
lobby's ad hoc coalition. 
Members, she said, were 
"flipping like crazy" - com- 
ing out In favour of fost- 


track - now that they know 
there will be floor votes. 

Environmentalists have 
seen this all before. In 1993, 
the lobby split with several 
groups agreeing to support 
the North American Free 
Trade Agreement after the 
administration negotiated 
what was acknowledged to 
be weak so-called side agree- 
ments. Lax implementation 
of those agreements left 
enviro nmentalis ts unmoved 
when the president issued 
more promises to make the 
environment an issue in 
trade policy. They want a 
commitment to sustainable 
development spelled out in 
the fast-track law - a move 
Republicans have blocked. 

“We understand we can't 
tell other countries what 
standards they should have, 
but those on the books, 
should be enforced," said Mr 
Bill Snape of Defenders of 
Wildlife. The current lan- 
guage on environment in the 
fast-track bills had "nothing 
to do with the broader vision 
of trade and environment", 
he said. 

Furthermore, environmen- 
talists want a reversal of 
current trade law, which 
makes it a barrier for any 
country to try to regulate 
how its imports are pro- 
duced - whether with child 
labour or fishing nets that 



“Exports equal excrement,” say environmentalists opposed to fast-track. Pollution curbs 
affect farmers like Elmer Wade, of North Carolina, pictured cherikmg his pigs. 


kill dolphin. 

Administration officials 
insist that the current fast- 
track plans — they differ in 
the House and Senate - both 
allow the negotiation of 
environmental agreements. 
Kathleen Rogers of the 
Andnbon Society, which 
backed Nafta. disagrees: 
There is nothing in the bin 
which supports strong imple- 
mentation of environmental 
laws." 

Whether intentional coin- 
cidental with the administra- 
tion's push for fest-track or 
not, a promised clean-up at 
the US-Mexican border, has 
begun. The Environmental 
Protection Agency has bud- 
geted 5170m for projects and 


the Nadbank - set up to 
finance labour awl environ- 
mental schemes - has begun 
to announce loans. 

But Increased trade has 
created environmental dam- 
age that has not been 
addressed, to North Caro- 
lina, the pig has became a. 
symbol of resistance to fest- 
track. US swine exports have 
grown more than 50 per cent 
since Nafta was passed. 

According to Molly Dig- 
gins of the Sierra Club in 
North Carolina, the state’s 
soaring hog population has 
polluted once-pristine 
streams. "Exports equal 
excrement," she wrote in a 
letter to her congressman, 
who has yet to decide how to 


vote. Furthermore, “corpo- 
rate hog bosses, fattened by 
export profits" have hired 
“droves of high-priced lobby- 
ists" to block the environ- 
mental safeguards needed 
when trade explodes. 

The lobbyists have had a 
tough time against the oppo- 
sition of the Molly Digginses 
of the country. But the 
administration is bringing 
out big guns this week. 
All cabinet members have 
been detailed to explain how 
fest-track is in the national 
interest, that the country’s 
foreign policy is at stake, 
and, worst of all, failure to 
pass the bid could cause 
another tumble on 'the stock 
market 


engines 


By Michael Skapinker, 
Aerospace Correspondent 

Air Canada has chosen 
Rolls-Royce engines to 
power its twin jet Airbus 
A330-300s. The order is 
worth up to $450m to the 
UK manufac tur e r . 

Air Canada announced in 
August that it was baying 
nine A330-300S and taking 
options on a further 10 , bat 
left the choice of engines 
open. Delivery of the air- 
craft, which will be 
equipped with Rolls-Royce 
Trent 772 engines, will 
begin in October 1999 and 
continue until 200 1 . The air- 
lines will fly from Toronto, 
Montreal, Calgary and Van- 
couver to Europe. 

Air Canada said it bad 
chosen the Rolls-Royce 
engines because of their 
“excellent performance, low 
fuel burn, low noise and 
emissions, and ease of main. 
teoance". 

The Canadian carrier is 
the ninth airline to order 
the Trent engine for its 
A330s. Other customers 
include Cathay Pacific, Gar- 
uda Indonesia, Emirates and 
the Los Angeles-based Inter- 
nationa] Lease Finance Cor- 
poration. 

Air Canada also said dur- 
ing the summer that it 
would be one of the latnwh 
customers for a new genera- 
tion of four-engined Airbus 
A340 aircraft. These will 
also be powered by 
Rolls-Royce Trent engines 
as the UK company is the 
only manufacturer provid- 
ing power for these aircraft. 
Rolls-Royce’s two large US 
competitors, General Elec- 
tric and Pratt & Whitney, 
failed to reach agreement 
with Airbus on supplying 
engines for the aircraft. 

The A340-500 will be a 
long-haul 313-seat aircraft, 
capable of flying from 
Toronto to Hong Kong non- 
stop- The A340-600 will be 
an extended version of the 
standard A340. With seating 
for 378 passengers, it aims 
to compete with the Boeing 
777 and smaller version of 
the Boeing 747. 


check out 
Havana 


By Pascal Fletcher 
in Havana 

Colourful banners banging 
outside one of the enclosures 
at an international trade fair 
in Cuba this week identified 
the “Korea Pavilion". 

The first thought of most 
casual observers was that 
communist-ruled North 
Korea, a longstanding social- 
ist ally of Cuba, bad sent a 
big delegation to the Havana 
fair, despite its economic 
woes. 

But closer inspection 
showed that all the 28 com- 
panies in the “Korea" pavil- 
ion came from South Korea, 
which has no formal diplo- 
matic ties with Havana and 
is a close ally of the US. 
Cuba's arch-enemy. 

The South Korean busi- 
nessmen who had travelled 
to Havana seemed happy to 
disregard the political alli- 
ances and determined to 
check out Cuba's potential 
as a new market 
"Business is business and 
politics is politics." said 
Sung Yeon Won, export gen- 
eral manager of the Seoul- 
based Global & Yuasa Bat- 
tery. Other companies were 
selling everything from ferm 
vehicles to kitchen utensils 
and pencils. 

For most Korean compa- 
nies, Cuba is unknown," -«ijd 
Mr Won. The South Korean 
delegation included officials 
from the government Korea 
Trade-Investment Promotion 
Agency (Kotral. Kotra direc- 
tor general Min Kyun said 
business prospects were lim- 
ited by the lack of diplo- 
matic ties between Seoul and 
Havana and the size of the 
state-dominated Cuban mar- 
ket. “If the situation 
changes, we can come more 
aggressively to the Cuban 
market," Mr Kyun said. 

Some exhibitors said they 
would like to see the lifting 
of the US economic embargo 
against Cuba before they 
could seriously consider 
doing significant business, “I 
can wait io yeans." said Joon 
Sans Ji, chairman of the JIS 
Group, which sells construc- 
tion equipment 
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We connect. 


What does it take- to connect to places in Asia, Europe, the Americas and all other parts of the globe? It starts with a firm understanding of 
local ideas; people, aijd places. It's also about superior services and cherished commitments. And as a world-leading telecom company from 
Japan, we're now bringing you the means tb.connect globally by providing reliable, full-scale services. 

Global System Integration — NTTs sophisticated corporate infocommunications networks for multinational companies around the world, 
handled through our 13 worldwide system integration offices, 3 of which are located in Europe (London, Paris, and Diisseldorf). 

Overseas Carrier Business — . Establishes much-needed telecommunications networks in countries throughout Asia, such as Thailand, 
the Philippines, Indonesia, and Sri Lanka. NTTs participation in the Malaysian Multimedia Super Corridor (MSC) project and the 
Asian Multimedia Forum (AMF) are just two of our recent activities to develop advanced multimedia systems. 

Global Communications Services — In September this year, NTT subsidiaries and associates began providing end-to-end global 

i 

communications services via a high-speed infocommunications highway connecting Europe, the U.S., and Asia — including Japan. 
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NEWS: ASIA-PACIFIC 


Bank’s 
purchase 
a boost 
for HK 
property 

By John Rkkfing 
In Hong Kong 


Standard Chartered, the 
international banking group, 
yesterday gave a vote of con* 
fidence in Hong Kong’s econ- 
omy and property market by 
announcing it would pay 
HK$l.3bn (US? 168m) for new 
offices in the territory. 

“This is a clear billion dol- 
lar co mmi tment to the 
growth and development of 
our business,” said David 
Brougham, executive direc- 
tor. ‘‘It is an expression of 
our faith in this city.” 

Hong Kong has been 
shaken over the past few 
weeks by a sharp fell on the 
stockmarket and assaults on 
its currency. A rise in inter- 
est rates to defend the Hong 
Kong dollar peg to the US 
dollar hag raised feats that 
the property and banking 
sectors, the twin pillars of 
the economy, will be hit 

Property analysts cau- 
tioned against reading too 
much into a single deal, but 
they said the announcement 
and the price of HKS4A50 per 
square foot was positive for 
the market. "It is slightly 
higher than we would have 
expected,” said Michael 
Leary, head of property 
research at Lehman 
Brothers. 

The site purchased by 
Standard Chartered is at Mil- 
lennium City in Kwun Tong, 
a former industrial zone east 
of the Kowloon peninsula. 

Most property analysts 
predict a fell in office and 
residential prices of between 
IS and 30 per cent following 
the recent rise in interest 
rates. Prime rates were 
increased from 8.75 per cent 
to 9.5 per cent last month, 
following a protracted 
increase in money market 
interest rates during finan- 
cial markets upheaval. 

Hong Kong's financial 
authorities predict interest 
rates will soon fall to normal 
levels, but the Bank of East 
Asia yesterday moved to 
raise Its mortgage rate. That 
prompted predictions that 
some smaller banks might 
follow suit to offset the 
impact of increased funding 
costs. 

Under the terms of yester- 
day’s deal. Standard Char- 
tered is buying 15 floors of a 
new tower block with an 
option to lease or buy a fur- 
ther five floors. The lease 
option rent is set at HKS20 a 
square foot, about one-third 
the rate for prime office 
space in the central area, 
according to Mr Leary. 


Suharto relatives test resolve to close banks 


By Sander Thomas in Jakarta 

Powerful friends and relatives of 
President Suharto yesterday 
tested the government’s commit- 
ment to reforming the nmnnm y 
by stepping up protests against 
closure of their banka. 

A son. a daughter and a half- 
brother of Mr Suharto, along with 
several of his most prominent 
business associates, protested 
against a decision of the finanra 
ministry to revoke licences for 


three of their banks over the 
weekend, along with 13 other 
small and troubled banks. 

The closures were a first step 
towards fulfilling an agreement 
with the International Monetary 
Fund and other lenders who 
pledged more than $37bn last 
week to help Indonesia fend off 
attacks on its currency. 

Bank Jakarta, owned in part by 
Probosntedjo, Mr Suharto’s half- 
brother. yesterday started paying 
out dozens of customers up to 


Rp5m ($1,400) each. “We will pay 
the depositors in cash with our 
[main shareholders'] own money,” 
Mr Probosutedjo said, ignoring 
the government’s decision Satur- 
day to pull the licence of his bank 
and ban its owners from selling or 
withdrawing assets. 

Mr Suharto has in the past pro- 
tected his family's business inter- 
ests from deregulation efforts but 
this time round he has spared 
few. Reduced support for a 
national car programme, cuts in 


import tariff s and delays in infra- 
structure projects have ail hit the 
businesses of his relatives and 
close associates. ■ 
g gTjihflTig Trihadmodjo, Mr 
Suharto's son, has threatened to 
ta ira the finance ministry to court 
for closing down Bank Androm- 
eda, in which he holds a 25 per 
cent stake. He conceded that the 
hank had exceeded limits on lend- 
ing to shareholders but said 
90 per cent of' Indonesian banks 

ignored that restriction. 


Andromeda lent $75m to. Mr 
Hamhawg and two other powerful 
shareholders, who used it to inject 
capital into the Chandra Asri pet- 
rochemical plant, in which they 
and other associates own 75 per 
rpntL Chandra Asri used the capi- 
tal to pay off $6S0m of its $L37bn 
debt Just days before the govern- 
ment reduced import tariffs 'on 
petrochemicals, which had been 
designed to protect the factory 
from foreign competition. 

Dennis de Trey, country direc- 


tor of the World Bank, expressed 
feith In the will and ability of 
government officials to close 
down the 16 banks regardless ^ 
their powerful patrons. “They 
must have known what was going 
to happen," he saM. “They took a 
very brave stance." 

Tbe government also banned 
owners of closed banks foam leav- 
ing the country, but newspaper 
that the owner of two of the 
largest Hanlnt had already left the 
country. 


Japanese car 
sales suffer 
sharp reversal 


By Paul Abrahams in Tokyo 

The continuing fragility of 
Japanese consumer confi- 
dence was underlined yester- 
day when It was announced 
that car registrations tum- 
bled 13 pear cent in October, 
the largest drop in a single 
month this year and the sev- 
enth consecutive month of 
year -on-year falls. 

“Registrations are in free 
fan," said Peter Boardman, 
automotive analyst at UBS 
in Tokyo. "People are simply 
just not buying.” 

Analysts said the latest 
data were especially disap- 
pointing because of a rash of 
new product launches and 
the Tokyo motor show last 
month, which should have 
encouraged sales. The sector 
accounts for about 20 per 
cent of all Japanese manu- 
facturing and is the largest 
single segment 

Car registrations dropped 
14 per cent to 276.747, data 
from the Japan Automobile 
Dealers’ Association showed. 
Demand from the commer- 
cial sector was markedly 
weak, with sales of commer- 
cial heavy trucks down 21 
per cent Imports of vehicles 
of all types fell 25 per cent to 
25,024. 

The big five manufactur- 
ers all reported lower sales. 
Toyota’s dropped 13 per cent 
to 169,964: Nissan’s 4.1 per 
cent to 71,600; Honda's 3.1 
per cent to 48,704 and Maz- 
da’s 13A per cent to 21,015. 

Mitsubishi Motors' sales 
were down 31 per cent Ana- 
lysts said that the company's 
staff appeared to have been 
preoccupied by a racketeer- 
ing scandal which last 
month led to the resignation 
of the chairman and presi- 
dent of Mitsubishi Motors. 

Among the big five, only 
Mitsubishi’s share price fell, 
down Y16 at Y512. Analysts 
said registration data were 
available on a daily basis 
and most of the bad news 


was already reflected in the 
market 

Poor demand meant Japa- 
nese automotive production 
was likely to undershoot last 
year's figure of 5375m, Mr 
Boardman added. This 
would be the first fell in four 
years. 

So far, production bad 
been underpinned by buoy- 
ant exports. In the six 
months to September, thpso 
had risen 43.5 per cent to 
Europe. 24.7 per cent to 
North America and 10.8 per 
cent to Asia. 

But export growth would 
decelerate because Asian 
and US sales appeared to be 
slowing. Toyota was predict- 
ing its production would fell 
13 per cent ftw mnnfh. ao 
per cent in December and 6.4 
per cent in January. 

The lark of consumer con- 
fidence in Japan appeared to 
be contradicted by data 
showing household spending 
increased 2.6 per cent year- 
on-year in September. But 
Mineko Sasaki-Smith. senior 
economist at Credit Suisse 
First Boston, said the stran- 
ger than expected figures 
were deceptive because 
household spending had 
plunged In September 1996, 
making year-on-year com- 
parisons flattering. 

• The Organisation Tor Eco- 
nomic Co-operation and 
Development expects to 
make a “noticeable but not 
massive” downward revision 
in its growth forecast for 
Japan, an OECD official said 
yesterday, Reuters reports 
from Paris. 

The Paris-based group of 
29 rich countries was set to 
cut its growth forecast for 
Japan both as a result of the 
impact of Asia’s financial 
turmoil and poor domestic 
economic indicators. In 
June, the OECD said it was 
expecting Japan’s gross 
domestic product to grow 23 
per cent in 1997 and 2JJ per- 
cent in 1998. 



Jenny Shipley, centre, walks to a party meeting in Wellington yesterday 

‘Perfumed steamroller’ 
faces tough task in NZ 


By Terry HaB in Wellington 

Jenny Shipley, who is due to 
become New Zealand’s first 
woman prime minister, feces 
a formidable task as she 
seeks to boost the popularity 
of the governing National 
party. 

Her first goal will be to 
reach accommodation with 
National's junior coalition 
partner, the New Zealand 
First party. Winston Peters, 
NZ First’s leader and deputy 
premier to Jim Bolger, who 
is stepping down as prime 
minister, appears deeply 
upset at the coup she 
mounted to unseat Mr 
Bolger. 

Both governing coalition 
parties have steep fails 
in public support since last 
year's election. One recent 
poll gave Labour, the main 
opposition party, around 50 
per cent support The opposi- 
tion is led by Helen Clark, 
the former deputy prime 
minister in the last Labour 
government; New Zealand 
now has women leading both 
its main parties. 

Mrs Shipley and her back- 
ers gave Mr Peters no warn- 
ing they were planning the 
coup against Mr Bolger, his 
main ally in pa rl i a ment She 
has made it dear National 
must assert itself over. NZ 
First, or risk being pulled 
down in the wake of NZ's 


unpopularity. Many National 
MPs blame NZ First for 
allowing the disapproval rat- 
ing for the coalition to reach 
90 per cent 

Mrs Shipley said yesterday 
she would honour the coali- 
tion agreement with NZ 
First, following initial 
reports she would seek to 
renegotiate it Her dealings 
with NZ First are unlikely to 
be easy, as she has a some- 
times acrimonious relation- 
ship with Mr Peters, who 
said yesterday he would not 
let his party be “captive of a 
rightwing agenda”. 

Mrs Shipley will also have 
to allay unease at the way 
she mounted the coup. The 
move was planned while Mr 
Bolger was overseas at the 
Commonwealth Heads of 
Government Meeting In 
Scotland and while making a 
state visit to France. 

She told Mr Bolger min- 
utes after his return she bad 
the numbers , to unseat him. 
Mr Bolger announced same 
hours lets* be was stepping 
down after seven years as 
prime minister and U years 
leading the National party, 
“for the good of both the 
party and the country". 

Mrs Shipley - nicknamed 
the “perfumed steamroller" 
by her enemies - will also 
have to work hard to win 
acceptance from an elector- 
ate deeply suspicious of 


rightwing politicians who 
have brought great change. 

Six years ago. Mrs Shipley 
was burned in effigy for the 
with which she 
introduced a series of benefit 
cuts as social welfere minis- 
ter. Later, as health minis- 
ter, she was in charge of hos- 
pital spending cuts, roles 
that made her New Zea- 
land's most unpopular politi- 
cian. 

In her role as transport 
minister, she has won 
friends in National by call- 
ing for a series of economic 
reforms, oirhidmg a further 
bout of privatisation, which 
she said was needed to 
“rebuild and refocus" the 
party. This saw her personal 
support in opinion polls rise 
from nil to 12 per cent, 
against 15 per cent backing 
for Mr Bolger. 

Mrs Shipley, 45, a fanner 
primary schoolteacher, 
shows unwavering self-confi- 
dence and has never backed 
away from’ unpopular 
causes. She was a colleague 
of Ruth Richardson, former 
finanpp minister, who imple- 
mented many of the coun- 
try’s most controversial eco- 
nomic and social r efo r m s. 

Professor Barry Gustafson, 
a historian of the National 
party, said her party would 
lose more votes from the 
centre if she tried to take it 
further to the right 


NEWS DIGEST 


Bangkok backs 
telecom sell-off 

The Thai cabinet yesterday approved a long-delayed 
telecommunication s master plan that paves the way for 
gradual privatisation and liberalisation of the country's 
t^^»w iT iiTwrf/gitirtna sector. 

Under the plan, which could be altered by the country's 
powerful teiprnrmmiTii c atiim s conglomerates or a new 
government, a telecommunication committee will be set 
up to regulate the industry. Currently the state-owned 
Tfcg i>rhrtw» Organisation of Thailand CTOT) and the Com- 
munication Authority of Thailand (CAT) serve as monop- 
oly operators and de facto regulators. 

The Thai government also plans to set up a telecom 
company to take control of TOT and CAT from 
the ministries of finance and, communications. This hold- 
ing company will then sell off the organisations sepa- 
rately, while retaining CAT’s mail service folly in state 

hands. 

The process is likely to begin next year, officials said, 
and could last until the Thai telecoms market was fully 
liberalised in 2006. Ted Bardacke, Bangkok 


S KOREAN ELECTION 


Candidate launches new party 

Rhee In-je, a ytrangfonner provincial governor, yesterday 
formally launched an independent bid in South Korea’s 
December presidential election which polls suggest he 


might win. The inau guration of Mr Rhee’s New Party by 
ftp people witiw ymid increasing indications that his can- 
didacy is being secretly s u ppor t ed by Kim Young-sam. the 
South Korean president, who is openly feuding with the 
government candidate 

Although Kim Dae-jung, the veteran leader of the cen- 
tre-left opposition, remains front-runner in the December 
18 election, Mr Rhee has been closing tbe gap in recent 
days, according to opinion polls. 

Mr Rhee flgfegted from the ruling party in September 
a fte r lasing its presidential nomination to Lee Hoi-chang, 
who was once favoured to win the election. 

But allegations that Mr Lee’s sons dodged compulsory 
military service hit Ms support. John Burton, Seoul 

BANGLADESH AID 


Strike greets Paris Club team 

A thousand policeman ware brought in to protect dele- 
gates at the annual meeting of tbe Paris Club of western 


donors in. Dhaka ye s te rday, gathering to examine Bangla- 
desh’s request for $2.17bn in aid for next year. 

Against the .back-drop of a half-day general strike called 
by the opposition Bangladesh Nationalist party, donors 
criticised the government and the opposition whose 
artirmfi they said were threatening economic reforms. 

“The present confrontation between the government 
and the opposition appears to be ushering in a new cycle 
of violence, intimidation and instability ” said a leaked 
statement signed by the heads of delegation from 15 coun- 
tries. • ' 

Ban glade sh obtained aid commitments of giAlbu last 
year. Shah Kfbria, tbe finance minister, argued far 
Increased donor commitment. Basra Naji, Dhaka 


The power to create value 




Not all growth is healthy. Short-term gains don't necessarily lead to 
long-term growth. At VEBA, growth means nothing unless it leads to financial 
fitness. Turning gains into strong returns creates real value: We tripled our share 
price over the last five years. 

VEBA. You may not know us now, but you will A $44 billion German 
company active in the fields of electricity, chemicals, oil trading, transportation, 
services and telecommunications. We’re big. And, more importantly, we’re strong. 

Our strength lies both in our diversity and our resolute focus on cre- 
ating sustainable shareholder value— an unbeatable combination. You might want 
to build some financial muscle of your own. With VEBA. 



For more information, you can reach us at VEBA AG, Corporate 
Communications, Bennigsenplatz l D-40474 Dfisseldorl Germany. Telephone: 
-H-49 piJ) 4579-600, Fax: ++49 (211) 4579-532. Internet www.vebaxom 
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Gases talks underline EU-US gap 


Bruce Clark 
in Washington 

B«P between 
Kwopean Union and US atti- 
tudes to the issue of 
<*ange was underlined yes- 
terday when senior EU offi- 
oals put to their US counter- 
parts the argument for tough 
action to limit greenhouse 
emissions. 

Vfith less than a month 
before an international con- 
ference on global wanning 
m Kyoto. Japan, there was 

attie sign of any break in the 

deadlock over how Tn uch the 

developing countries should 
be required to do. 


Senior US legislators have 
warned this week that even 
in the event of the Kyoto 
talks yielding on 

a climate ch ange conven- 
tion, it would barely gain 15 
of the 67 votes needed for 
ratification in the US Senate. 

Even if the US administra- 
tion initials a treaty and 
pledges not to send it for rat- 
ification nni p^s developing 
countries join the effort, the 
lobby groups opposed to any 
curbs on carbon emissions 
would cause “an almighty 
row" on Capitol Hill, accord- 
ing to one congressional 
staffer. 

The US proposal for indus- 


trial countries to stabilise 
their heat-trapping emis- 
sions at their 1990 levels 
between 2006 and 201 2 was 
dtemresprt by representatives 
of Britain, the Netherlands, 
Luxembourg and the Euro- 
pean Commission as far too 
weak to inspire the develop- 
ing nations , to follow Suit. 

“The US position will not 
in oar view get the develop- 
ing countries on board,” said 
Michael Meacher. the UK 
environment minister. He 
added that Washington 
could not expect to win 
approval for its demands for 
flexibility and “joint imple- 
mentation" of agreed curbs 


- through an international 
emissions trading system - 
unless It accepted more 
ambitious targets. 

The EU, in a position dis- 
missed by almost all politi- 
cians in Washington as unre- 
alistic, favours reducing 
emissions in 2010 to a level 
15 per cent below that of 
1990. 

But the widest gap, evi- 
dent at a conference in Bonn 
last month and showing no 
sign of narrowing, was over 
the terms in which the 
developing countries - 
whose emissions are not part 
of the formal Kyoto agenda 

- should be required to help 


combat global wanning. 

The US administration has 
called for developing nations 
to agree by 2005 to limits on 
their carbon emissions. But 
this has been rejected as 
unrealistic by industrial 
nations in Europe, and 
denounced by tbe developing 
states themselves. 

US opponents of early 
action, meanwhile, are warn- 
ing that, even if tbe develop- 
ing world accepted that 
timetable, it would not make 
tbe imposition of limits on 
US industry any more 
acceptable to them. 

One of the few US interest 
groups which has whole- 


heartedly welcomed rising 
international concern over 
climate change is the 
rmrioar industry, which has 
been publicising the virtual 
absence of dangerous air pol- 
lution from its variety of 
power generation. 

The nuclear industry is 
showing rising self-confi- 
dence after a run of public- 
policy successes: an agree- 
ment last week to seQ US 
nuclear technology to China, 
and a vote in the House of 
Representatives, similar to 
one passed earlier in the 
Senate, that would oblige the 
administration to build a 
store far nuclear waste. 


Canada buckles on greenhouse targets 


C 


1 Simla is expected to 
arrive at a global 
’ environmental con- 
ference next month propos- 
ing to extend a previously 
agreed year-2000 deadline for 
stabilising emissions of 
greenhouse gases at 1990 lev- 
els, but calling far reduction 
targets beyond 2012. 

The Canadian govern- 
ment, which at the 1992 
Earth Summit in Rio de 
Janeiro established itself as 
a leader In the fight against 
global warming, appears to 
have buckled to pressure 
from industry leaders and 
western interests to adopt 
less ambitious short-term 
targets. 

The proposal is seen as a 
face-saving stance for Jean 
Chretien, the prime minis- 
ter, who has vowed to 
assume a tougher stance on 
the issue than the US, which 
has also urged an extension 
of the 2000 deadline. 

Environmentalists, how- 
ever, are outraged Canada 


Proposal is seen as face-saver by the 
prime mini ster., writes Scott Morrison 


has failed to take a stance 
that restores the country’s 
once enviable environmental 
reputation, which has been 
damaged by reports it has 
failed to live up to a 1992 
treaty to curb emissions. 

Critics say Mr Chretien's 
stance is a weaker proposal 
than the US position because 
Canada has not announced 
an action plan to achieve 
those reduction targets. 

It appears Tpkk likely Can- 
ada will play a pivotal role 
at negotiations next month 
in Kyoto, Japan, where the 
European Union will push 
for a 15 per cent cot from 
1990 levels by 2010. 

Some Canadian officials 
suggest they might help bro- 
ker an agreement in Japan, 
much as at the Rio summit, 
but environmentalists say 


Canada's prospects of facili- 
tating a global deal will be 
hampered by its reluctance 
to show leadership at home. 

The Sierra Club, an envi- 
ronmental group, says devel- 
oping nations, which 
increasingly contribute to 
global warming, will be less 
likely to agree to new targets 
while leading industrialised 
nations such as Canada have 
shown little commitment. 

Critics say Canada’s policy 
of encouraging industries to 
cut emissions voluntarily 
has failed; recently released 
government data appear to 
confirm that view. 

Environment Canada said 
emissions of carbon dioxide 
increased 11 per cent 
between 1990 and 1996. 
despite a 1992 pledge the 
country would by 2000 stabi- 


lise greenhouse gas emis- 
sions at 1990 levels. "The 
government hasn't done 
enough so far. We underesti- 
mated how difficult this 
challenge would be," a Cana- 
dian official acknowledged. 

Environmentalists argue 
the only way for Canada to 
show its commitment to the 
issue would be to announce 
before the Kyoto meeting a 
comprehensive plan to 
reduce greenhouse gases. 

Others have suggested 
Canada adopt an emissions 
trading programme similar 
to the sulphur emissions 
tr ading scheme in effect in 
the US. “Canada has abso- 
lutely no action plan and 
absolutely no clue on how it 
will deliver on its commit- 
ments,” said Robert Macin- 
tosh, policy director of the 


Pembina Institute, an envi- 
ronmental think tank in 
Alberta. 

The Canadian government 
will not be likely to make 
important policy decisions 
on how to achieve those tar- 
gets nntn after an interna- 
tional agreement is {ci gnad. 
Industry leaders in 
are insisting on clear targets 
before agreeing to take 
action; the government is 
reluctant to impose mea- 
sures unilaterally that would 
be politically unpopular in 
energy-rich Alberta. 

Some cabinet ministers 
worry the country's eco- 
nomic recovery could be 
jeopardised should the fed- 
eral government stymie 
industrial activity by impos- 
ing user taxes on fossil fuels 
or mandating pmi«rir»i« tar- 
gets. 

Officials and industry lead- 
ers argue that any compre- 
hensive plan adopted in 
haste would almost certainly 
be inadequate. 



Chretien: tougher stance 


Brazil to push 
through fresh 
budget cuts 


By Geoff Dyer in S to Paulo 

The B razilian government is 
preparing new cuts in next 
year's budget in an attempt 
to repair tbe damage to the 
credibility of its economic 
policy caused by the turmoil 
in world financial markets. 

Fernando Henrtque Car- 
doso. Brazil's president, met 
yesterday with congressional 
leaders to urge them to 
accelerate the passage of 
crucial constitutional 
reforms aimed at reducing 
the fiscal deficit. 

“We have to take, as 
everyone knows, tough but 
necessary decisions to 
secure the value of and con- 
fidence in the Real." said Mr 
Cardoso. “History does not 
pardon those who hesitate in 
these moments." 

The renewed impetus on 
the fiscal front came as Bra- 
zilian financial markets 
experienced another nervous 
day. following the fall in 
Hong Kong. Shares on the 
S&o Paulo stock exchange's 
Bovepsa index of leading 
companies Initially fell, but 
by mid-afternoon had risen 
2.95 per cent to 10,149 points. 

Brazilian shares dropped 
22.1 per cent last week after 
the upheaval in world finan- 
cial markets led to increased 
fears that Br azil, which has 
an overvalued currency and 
large fiscal and current 
account deficits, would be 
forced into a devaluation. 

Tbe government doubled 
interest rates on Thursday 
in order to defend the cur- 
rency. which helped bring 


stability to the foreign 
exchange market but which 
will aggravate Brazil’s fiscal 
problem by increasing inter- 
est costs. 

Ministers refused to give 
details of the budget cuts or 
indicate when they might be 
finalised. Economists esti- 
mated the government 
would try to trim the 1998 
budget by up to t2bn. by 
reducing investment or by 
closing state-owned enter- 
prises. 

In tbe first breaking of 
ranks among the govern- 
ment-aligned political par- 
ties, Paulo Maluf. leader of 
the rightwing Brazilian Pro- 
gressive Party (PPB>. 
described the rise in interest 
rates as “pornographic and 
unacceptable". 

• There was some good eco- 
nomic news yesterday wben 
it was announced that the 
trade deficit for October was 
$829 m. down from $iJ23bn 
tbe previous month. The 
result, which was below fore- 
casts. compares with a defi- 
cit of $l.3lbn in the same 
month in 1996. making it the 
first time this year that the 
monthly trade deficit has 
been lower than the same 
period last year. 

The figures showed that 
imports in October were 22 
per cent lower than in Sep- 
tember. suggesting con- 
sumer demand for Imported 
products has slowed. The 
sharp foil in Brazilian share 
prices over the past two 
weeks has in part been 
prompted by the rise this 
year in Brazil's trade deficit. 


Millennium 
bomb risk may 
trigger US law 

By Marie Suzman whether 00 represents 2000 

in Washington or 1900 and potentially dis- 

rupting all other activities. 

The US Senate is to consider Testifying at the hearing, 
legislation that would Edward Yardeni, chief econ- 
require all publicly traded- •crinist at- Deufeche Morgan 
companies to disclose prog- Grenfell, endorsed Mr Ben- 
ress in dealing with poten- nett's call, warning that tbe 
rial problems resulting from problem was a “very serious 
the effect of the year 2000 on threat" to the US economy 
computer systems - the that could spark a global 
so-called millennium bomb, recession. “I believe that all 
Bob Bennett, chair of the businesses, both incorpo- 
Senate banking subcammit- rated and unincorporated, 
tee an financial services and should be required by a new 
technology, said yesterday law to publicly reveal then- 
possible risks to investors cumulative and current 
and the economy as a whole quarto: outlays, on fixing the 
of companies being unpre- year 2000 problem," be said, 
pared for the problem were Mr Yardeni said he had 
so enormous that he was spent six months collecting 
preparing legislation to force information on the problem, 
thorn to take action. and estimated there was a 40 

“The year 2000 problem Is per cent chance, of a 12- 
znore t han a computer pro b- month r e c ession starting in 
Ion; it is a pervasive bosi- January 2000 at least as 
ness issue for which there is severe as that caused by the 
no quick fix," be said at a the 1973-74 oil shock. “If the 
bearing on the issue. “A fail- supply of informa tion is dis- 
use in one computer system r up ted, many economic 
could not only devastate the activities will be impaired, if 
operation it controls but not entirely halted,” he said, 
coold d omino through other Mr Bennett said his legis- 
sys terns and cause other lation would require disci o- 
seemingly unrelated sore of a company’s progress 
operations to shut down.” in assessing the impact of 
The problem arises from tbe year 2000 problem as 
the fact that many computer well as regular reports on 
systems use a two digit dal- the implementation of any 
fag system, making it impos- necessary changes to its 
sible for them to tell computer systems. 

Senate attack 
on Microsoft 

By Kehoe in San outspoken Microsoft critic. 

Francisco and Mark Suzman The Justice Department 
in Washington fast month accused Micro- 

soft of violating a . court 
Microsoft became the target order marketing its Internet 
of sharp criticism yesterday Explorer browser software 
at a US Senate hearing an as part of the Microsoft Win- 
the future of tine internet, in daws operating system and 
which the software industry said it would seek fines of 
leader was accused of $lm a day for alleged anti- 
attempts to monopolise the trust violations, 
new online medium. Microsoft said it had 

Senator Orrin Hatch of offered to testify before the 
Utah, chairman of the Sen- Senate panel but had been 
ate judiciary committee, said turned down on the grounds 
the hearings marked the that the hearings were “not 
start of an “ongoing exami- about Microsoft” . 
nation” Of critical issues £ae- However, Microsoft was 

ing policymakers and regula- not without its- supporters, 
tom in the digital age. He hi testimony before tbe Sen- 
said that, while Microsoft ate panel. Charles Rule, a 
was not the subject of the lawyer at the Washington 
hearing, the issue could not firm of Covington and Burl- 
he ignored. “I have not made ing, warned that existing 
any secret of the fact that I anti-trust legislation was 
have serious concerns about “ill-equipped” to deal with 
Microsoft's recent efforts to the pace of innovations fa 
exercise its monopoly power the high-tech sector, 
and I Plan to continue to Separately yesterday, the 
examine the company’s prac- Senate commerce committee 
tices.” he said. overwhelmingly approved a 

Ihe senator, whose state is controversial Mil to restrict 
home to Novell, one of states and Cities from impos- 
Microsoft's strongest com- big new taxes on internet 
petitors, has long been an access services. 


Growth 
prospects 
in US 
look good 

By Gerard Baker 
in Washington 

Immediate prospects far US 
economic growth continue 
-to look positive, according 
to the latest monthly analy- 
sis of recent statistics, pub- 
lished yesterday. 

The Conference Board, a 
private sector research 
group, said its main index of 
leading economic indicators 
rose by 0.2 per cent in Sep- 
tember. The rise followed 
similar increases in July 
and August and reflected 
tbe continuing strong per- 
formance of the economy 
and financial markets this 
year. 

The index, a composite of 
10 monthly published indi- 
cators, is a reasonably accu- 
rate predictor of economic 
activity in about six 
months* time. In the six 
months to September, the 
index increased by 0.9 per 
cent, and seven of its 10 



components advanced. 

Tbe main contributors to 
the increase in September 
were a fall in weekly claims 
for unemployment insur- 
ance and money supply 

growth. 

Tbe index of coincident 
indicators, which reflect 
current growth, increased 
by 0^5 per coot 

The figures are consistent 
with recent data published 
up to last month which 
suggested the outlook for 
growth remained positive. 

The US economy expanded 
at an annual rate of 34> per 
[ cent in the third quarter, 
following increases of 3.3 
I per cent and 4.9 per 
cent in the previous two 
quarters. 

This pace of growth is 
1 widely regarded by econo- 
mists as too fast to be sus- 
tained without a resurgence 
of inflation, but so Tar price 
pressures Mem muted. 

The main question for 
economists is whether the 
pace of growth will continue 
over the next few months. 

Last week Alan Green- 
span, the Federal Reserve 
chairman, hinted that the 
recent stock market turmoil 
and the continuing crisis in 
south-east Asia would help 
slow the economy. 

“The combined impact of 
tbe Asian crisis and the 
stock market correction wifl 
Slow 1998 growth by 0.5 to 1 
percentage points," said 
John Lipsky, chief econo- 
mist at Chase Manhattan 
Bank in New York. 

Against that, equities 
have recovered much 
ground lost last week and 
direct effects on US export- 
ers of a slowdown in Asian 
countries may not signifi- 
cantly erode growth pros- 
pects. 
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Defence entente with Russia to widen 


By Alexander Nicofl 
m Moscow 

Britain and Russia yesterday 
agreed to strengthen scien- 
tific and technical co- 
operation in the defence field 
as part of a wide accord on 
military contacts. 

A proposal by George 
Robertson, the chief UK 
defence minister, to step up 

links with Russian defence 
scientists was welcomed at a 
meeting in Moscow with 
General Igor Sergeyev, the 
Russian defence minister. 

The UK government's spe- 
cialist research body, the 
Defence Evaluation and 
Research Agency, already 
has an office in Moscow 
which taps the expertise of 


Russian scientists for civil- 
ian and commercial uses. 

The purpose of yesterday’s 
agreement is to deepen con- 
tact with Russian research 
organisations- The chief sci- 
entist of the UK Ministry of 
Defence is expected to visit « 
Moscow next year. 

Gen Sergeyev and Mr 
Robertson signed an agree- 
ment to set up a Russo- 
British commission on 
co-operation between the 
two defence ministries. It 
will recommend areas for 
joint scientific research work 
and exchanging information 
on the procurement of equip- 
ment. 

Gen Sergeyev accepted the 
British invitation for Rus- 
sian experts to visit the cen- 


tre for land mine removal 
techniques which Mr Robert- 
son is setting up. He said the 
military supported President 
Boris Yeltsin’s acceptance 
that Russia should work 
towards a land mine ban. 

Mr Robertson's visit to 
Moscow was intended to 
establish structures for 
hei g hten ed contact between 
the armed forces, part of a 
British government plan to 
develop “defence diplomacy" 
as a means of cementing 
lasting peace in the post- 
Cold War era. “We came 
here with a positive pro- 
gramme which has been 
agreed," he said. 

Mr Robertson sought to 
ease Russia’s opposition to 
Nato expansion; “We under- 


stand that there are still 
apprehensions in Russia 
about Nato expansion, but it 
is a strong view of the new 
British government that a 
limited expansion of NatO is 
designed to produce stability 
in central Europe, and that 
side-by-side with that will go 
a bilateral relationship." 

Hie two minis ters agreed 
to plan joint naval exercises 
far the first time. Naval staff 
will be asked to develop a 
programme which would be 
formally agreed at the minis- 
ters’ next meeting in early 
December. Mr Robertson 
said: “Co-operation between 
the two great navies will 
start very quickly indeed.” 



Observer, Page 13 Defence chiefs Sergeyev and Robertson in Moscow yesterday 


Businesses demand reforms in export promotion 


By Stefan Wagstyi, 

Industrial Editor 

British business has urged the 
government to review radical 
options for the future of trade pro- 
motion. including the possible 
merger of the roles of the Foreign 
Office and the Department of Trade 
and Industry in export support and 
handing over some services to the 
private sector. 

The Confederation of British 
Industry - the principal employers’ 


organisation - the British Cham- 
bers of Commerce and the Institute 
of Export presented their demands 
unanimously at a government- 
sponsored Export Forum, com- 
posed of government officials and 
business executives, which was 
established this summer to exam- 
ine export promotion. 

The forum, which presented Its 
conclusions yesterday, limited 
itself to proposals for improving 
the existing regime. Amid t ensi ons 
between the government officials 


and the business representatives, it 
concluded that it did not have the 
remit or the time to consider struc- 
tural reforms. However, the CR T 
and its allies have seized the oppor- 
tunity to press ministers for a sec- 
ond panel to e*aming more radical 
options. 

The report says; “Strong views 
were expressed by the private sec- 
tor representatives that substantial 
structural change was necessary 
and would lead to more effective 
export promotion. A n umb er of 


options were presented to the 

forum some of which raised 

questions over interdepartmental 
relationships, particularly those 
between the DTI and the FCO (For- 
eign Office.)" 

Mr Ian Campbell, director gen- 
eral of the Institute of Export, said 
these words referred to calls from 
the private sector representatives 
for an examination of structural 
issues. He said the private sector 
wanted file opportunity to review 
the structure. 


Meanwhile Lord Clin ton-Da vies, 
the trade minister, and Derek 
Fatchett. the foreign minis ter 
responsible for trade, supported 
mast of the report's other conclu- 
sions, including a can to focus new 
export Initiatives on just 12 prior- 
ity markets instead of file current 
80. The markets are western 
Europe and the US for new export- 
ers and for experienced exporters 
Brazil, China, Egypt, India. Japan, 
Poland. Russia, South Africa, south 
east Asia and Turkey. 
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UK NEWS DIGEST 

US-style lottery 
ruling delayed 

Ministers have delayed publication of a paper on the 
possible bann in g of a new rival to the national 1 otter)-, 
even though it will be launched In hundreds of pubs and 
dubs later this month. The Hume Office is undecided 
whether to attempt to ban the Pronto! game, a rapid draw- 
contest similar to the Keno games seen In bars across the 
US. on the grounds that it combines gambling with alco- 
hol. and could be addictive. 

George Howarth. a Home Office minister, accepts that 
legislation would be needed to stop the game, which will 
be run by Inter Lotto, a charity lottery manager partly 
owned by Crown Leisure. The Home Office had promised 
to publish a consultation paper on rapid-draw gambling in 
pubs and clubs in October, but there is still no sign of 
this. 

The Pronto! game has also alarmed Cameloi. the con- 
sortium which r uns the National Lottery, whose applica- 
tion for permission to run its own rapid-draw games in 
pi the and dubs has been rejected by the lottery regulator. 
The members of Camelot are Cadbury Schweppes, the UK 
food ?nd drink group: De La Rue. the security printers; 
Racal Electronics: ICL, a UK offshoot of Fujitsu: and 
GTech. the US lottery equipment supplier. George Parker 

■ CAR TRADE TAX FRAUD 

Ex-chief Svould not survive trial’ j 

The Inland Revenue yesterday finally dropped its 
attempts to prosecute Octav Botnar, the former chairman j 
rtf Nissan UK, the car distributors at the centre of 
Britain's largest ever tax fraud. 

Two warrants for the arrest of Mr Botnar, who has lived 
in Switzerland since the discovery of the fraud, were with- 
drawn on the grounds of his severe ill health. Mr Botnar, 
who is 84 and suffers from a number of serious illnesses, 
would not survive any criminal trial, the revenue told 
magistrates in Worthing, southern England. 

However, Mr Botnar afterwards continued to maintain 
his innocence and insisted the decision to withdraw the 
warrants had no thin g to do with bis health. He accused 
thp revenue of seeking to avoid the real issues about the 
case, which was due to be heard in court later this month. 

Hie fraud, carried out between 1975 and 1992. involved 
Nissan UK artificially inflating freight charges to enable 
money to be siphoned off to a Swiss bank account, it 
enabled the company to evade £S5m f$9lm) in corporation 
tax. The revenue claimed a total Joss to state funds 
of jaTm. John Mason 

M RETAIL BANKING 

$9m call centre for N Ireland 

Abbey National is to open a call centre in Belfast, the cap- 
ital hi Northern Ireland, in an investment worth £5 -8m 
($9.62m), it announced yesterday. The bank's new call 
centre will create 338 jobs as part of an expansion of its 
existing customer telephone services. 

At the same time it is establishing a financial software 
support and development centre, which will provide 100 
jobs, mostly at graduate level, working on projects for the 
retail banking sector. Abbey National has been given 
EL3m by the government’s industrial development board 
towards the cost of the expansion. 

Lord TugendhaL chairman of Abbey NationaL said the 
former mutually-owned home loans and savings institu- 
tion had chosen Belfast because of the good supply of 
well-educated people with a positive attitude to work. 

■ MOBILE PHONES 

Wider supply of services urged 

Cellnet, the UK-based mobile phone operator, and Logica. 
a leading UK information technology group, are collabo- 
rating in the creation of a forum to encourage the devel- 
opment of commerce services for mobile phones. 

The two companies suggest that customers will be 
using these services within 18 months. A pioneering 
example is the “Barclaycard phone' 1 through which cus- 
tomers can see their Barclays bank and credit card bal- 
ances. Organisations which have indicated they intend to 
join the forum include Alcatel of France, American 
Express of the US. the British Retail Consortium and 
Sony of Japan. • Alan Cane 

■ REGIONAL INVESTMENT 

County attracts French projects 

Locate in Kent, established less tha n a year ago to attract 
investment to the south-east England county of Kent, 
attracted 28 projects by UK and other companies in its 
first half year. Projects announced this year include SBE, 
a French mobile telephone repairer, and Master Memory 
Europe, relocating from France to the port of Dover, 
which will market computer components. 

Locate In Kent has increased its target for creating jobs 
by 40 per cent for 1997-98. The new target follows a study 
by accountants Price Waterhouse, setting the organisa- 
tion’s performance against that of other UK regional 
development bodies. Brian Groom 


EU loophole is 
sought in advert 
ban on tobacco 


By Nicholas Timmins 
and John Griffiths 

The UK will back an EU 
directive banning almost 
all forms of tobacco adver- 
tising and promotion if an 
exemption from tbe sports 
sponsorship ban is granted 
for Formula One, Tessa 
Jowell. the minister for 
public health, has told her 
opposite numbers in the 
European Union. 

In return. Formula One 
has agreed in principle to 
negotiate a voluntary 
reduction worldwide is the 
visibility of the £i0Om 
(SI 66m) a year it takes in 

tobacco sponsorship. 

If other European coun- 
tries agree, the directive 
could be approved next 
month, while the protec- 
tion of Formnla One’s 
tobacco money raises the 
chances of a successful 
stock market float next 
year. 

Ms Jowell wrote to fel- 
low health ministers yes- 
terday arguing that the 
“global ” nature of Formnla 
One means a ban could not 
effectively be enforced. The 


sport would move to east- 
ern Europe and Asia. With 
no controls over tobacco 
advertising and no ww»n« 
of b anning television pic- 
tures, the likely result 
would be more exposure of 
young people to tobacco 
promotion through For- 
mula One than at present. 

Details of the new curbs 
have yet to be negotiated 
but restrictions on circuit, 
on-car and driver overalls 
advertising are all under 
consideration. The EIFs 
negotiating position will 
be weak, however. If the 
directive is approved on 
December 4 ahead of an 
agreement with FlA. 

The UK’s move was 
described as “a complica- 
ting factor- hy the office of 
Padraig Flynn, the EU 
commissioner responsible 
for the directive, and It is 
not clear that other coun- 
ties will agree to the con- 
cession. 

However, Action on 
Smoking and Health 
branded it “a sell ont H . 
Formula One “is effectively 
one big tobacco billboard”, 
a spokesman said. 
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NEWS: THE AMERICAS 


Gases talks underline EU-US gap 


By Bruce Ctefc 
to Washington 


a Auge g a p betweer 
B^opean Union and US atti 
tudes to the issue of climaU 
“ffse was underlined yes 
today when senior ED offi 
aals put to their US counter 
Parts the argument fortougl 
action to limit greenhouse 
emissions. 

Wi* less than a montl 
before an international con 
farence on global wa rming 
in Kyoto, Japan, there wm 

tittle sign of any break in th* 

deadlock over how much tht 
developing countries should 
be required to do. 


Senior US Legislators have 
warned this week that , even 
in the event of the Kyoto 
talks yielding agreement on 
a climate change conven- 
tion, it would barely gain 15 
of the 67 votes, needed far 
ratification to the US Senate. 

Even if the US administra- 
tion initials a treaty and 
pledges not to send it for rat- 
ification unless developing 
countries join the effort, the 
lobby groups opposed to any 
curbs on carbon PTniKHinng 
would cause “an almig hty 
row” on Capitol ran, accord- 
ing to one congressional 
staffer. 

*nxe US proposal fhr Indus- 


trial countries to stabilise 
their heat-trapping emis- 
sions at .their 1990 levels 
between 2006 and 2012 was 
dismissed by representatives 
of Britain, the Netherlands. 
Luxembourg and the Euro- 
pean Commission as far too 
weak to inspire the develop- 
ing nations to follow suit. 

“The US position will not 
in our view get the develop- 
ing countries on board.'* said 
Michael Meacher, the UK 
environment minister. Be 
added that Washington 
could not expect to win 
approval 'for its demands for 
flexibility and .“joint imple- 
mentation'' of agreed curbs 


- through an international 
emissions trading system - 
unless it accepted more 
ambitious targets. 

The EC, in a position dis- 
missed by almost all politi- 
cians in Washington as unre- 
alistic, favours reducing 
omissions in 2010 to a level 
15 per cent below that of 
1990. 

But the widest gap, evi- 
dent at a conference in Bonn 
last month and showing no 
sign of narrowing, was over 
the terms in which the 
developing countries - 
whose amissions are not part 
of the formal Kyoto agenda 

- should be required to help 


combat global warming. 

The US administration has 
nailed for developing nations 
to agree by 2005 to limits on 
their carbon emissions. But 
this has been rejected as 
unrealistic by industrial 
nations in Europe, and 
denounced by the developing 
states themselves. 

US opponents of early 
action, meanwhile, are warn- 
ing that, even if the develop- 
ing world accepted that 
timetable, it would not make 
the imposition of liwfttg on 
US industry any more 
acceptable to them. 

One of the few US interest 
groups which baa whole- 


heartedly welcomed rising 
international concern over 
climate change is the 
nuclear industry, which has 
been publicising the virtual 
absence of dangerous air pol- 
lution from its variety of 
power generation. 

The nuclear industry is 
showing rising self-confi- 
dence after a run of public- 
policy successes: an agree- 
ment last week to sell US 
nuclear technology to China, 
and a vote In the House of 
Representatives, similar to 
one passed earlier in the 
Senate, that would oblige the 
administration to build a 
store for nuclear waste. 


Canada buckles on greenhouse targets 


C anada is expected to 
arrive at a global 
environmental con- 
ference next month propos- 
ing to extend a previously 
agreed year-2000 deadline for 
stabilising emissions of 
greenhouse gases at 1990 lev- 
els, but calling for reduction 
targets beyond 2012. 

The Canadian govern- 
ment, which at the 1992 
Earth Summit in Rio de 
Janeiro established itself as 
a leader in the fight a gainst. 
global warming; appears to 
have buckled to pressure 
from industry leaders and 
western interests to adopt 
less ambitious short-term 
targets. 

The proposal is seen as a 
facesaving stance for Jean 
Chretien, the prime minis- 
ter, who has vowed to 
awnimt* a tougher stance on 
the issue than the US, which 
has also urged an extension 
of the 2000 deadline. 

Environmentalists, how- 
ever, are outraged Canada 


Proposal is seen as face-saver by the 
prime minister, writes Scott Morrison 


has failed to take a stance 
that restores the country’s 
once enviable environmental 
reputation, which has been 
damaged by reports it has 
failed to live up to a 1992 
treaty to curb emissions. 

Critics say Mr Chretien's 
stance is a weaker proposal 
than the US position because 
flanafl a haw not announced 

an action plan to achieve 
those reduction targets. 

It appears less likely Can- 
ada will play a pivotal role 
at negotiations next month 
in Kyoto. Japan, where the 
European Union will push 
for a 15 per cent cut from 
1990 levels by 2010. 

Some Canadian officials 
suggest they might help bro- 
ker an agreement in Japan. 
much as at the Rio summit, 
but environmentalists say 


Canada’s prospects of facili- 
tating a global deal w31 be 
hampered by its reluctance 
to show leadership at home. 

The Sierra dub, an envi- 
ronmental group, says devel- 
oping nations, which 
increasingly contribute to 
global warming, will be less 
likely to agree to new targets 
while leading industrialised 
nations such as rianaria have 
shown little commitment. 

Critics say Canada's policy 
of encouraging industries to 
cut emissions voluntarily 
has failed: recently released 
government data appear to 
confirm that view. 

Environment Canada said 
emissions of carbon dioxide 
increased 11 per cent 
between 1990 and 1996, 
despite a 1992 pledge the 
country would by 2000 stabi- 


lise greenhouse gas emis- 
sions at 1690 levels. “The 
government hasn't done 
enough so far. We underesti- 
mated how difficult this 
challenge would be,” a Cana- 
dian official acknowledged. 

Environmentalists argue 
the only way for Canada to 
show its commitmen t to 
issue would be to announce 
before the Kyoto meeting a 
comprehensive plan to 
reduce greenhouse gases. 

Others have suggested 
Canada adopt an emissions 
trading programme similar 
to the sulphur emissions 
trading scheme in effect in 
the US. "Canada has abso- 
lutely no action plan and 
absolutely no due on bow it 
will deliver on its commit- 
ments," said Robert Macin- 
tosh, policy director of the 


Pembina Institute, an envi- 
ronmental think tank in 
Alberta. 

The Canadian government 
will not be likely to make 
important policy decisions 
on how to achieve those tar- 
gets until after an interna- 
tional agreement is signed. 
Industry leaders in Canada 
are insisting on dear targets 
before agreeing to take 
action; the government is 
reluctant to impose mea- 
sures unilaterally that would 
be politically unpopular in 
energy-rich Alberta. 

Some cabinet ministers 
worry the country’s eco- 
nomic recovery could be 
jeopardised should the fed- 
eral government stymie 
industrial activity by impos- 
ing user taxes on fossil fuels 
or mandating wntaiinm tar- 
gets. 

Officials and industry lead- 
ers argue that any compre- 
hensive plan adopted in 
haste would almost certainly 
be inadequate. 



Chretien: tougher stance 


Brazil to push 
through fresh 
budget cuts 


By Geoff Dyer in S&o Paulo 

The Brazilian government is 
preparing new cuts in next 
year’s budget in an attempt 
to repair the damage to the 
credibility of its economic 
policy caused by the turmoil 
in world financial markets. 

Fernando Henrique Car- 
doso, Brazil's president, met 
yesterday with congressional 
leaders to urge them to 
accelerate the passage of 
crucial constitutional 
reforms aimed at reducing 
the fiscal deficit 

“We have to take, as 
everyone knows, tough but 
necessary decisions to 
secure the value of and con- 
fidence in the Real." said Mr 
Cardoso. “History does not 
pardon those who hesitate in 
these moments." 

The renewed impetus on 
the fiscal front came as Bra- 
zilian financial markets 
experienced another nervous 
day, fallowing the fall in 
Hong Kong. Shares on the 
Sfio Paulo stock exchange's 
Bovepsa index of leading 
companies Initially fell, but 
by mid-afternoon bad risen 
2.95 per cent to 10.149 points. 

Brazilian shares dropped 
22.1 per cent last week after 
the upheaval in world finan- 
cial markets led to increased 
tears that Brazil, which has 
an overvalued currency and 
large fiscal and current 
account deficits, would be 
forced into a devaluation. 

The government doubled 
interest rates on Thursday 
in order to defend the cur- 
rency, which helped bring 


Stability to the foreign 
exchange market but which 
will aggravate Brazil's fiscal 
problem by increasing inter- 
est costs. 

Ministers refused to give 
details of the budget cuts or 
indicate when they might be 
finalised. Economists esti- 
mated the government 
would try to trim the 1998 
budget by up to $2bn, by 
reducing investment or by 
closing state-owned enter- 
prises. 

In the first breaking of 
ranks among the govern- 
ment-aligned political par- 
ties, Paulo Maluf. leader of 
the rightwing Brazilian Pro- 
gressive Party (PPB1, 
described the rise in interest 
rates as “pornographic and 
unacceptable". 

• There was some good eco- 
nomic news yesterday when 
it was announced that the 
trade deficit for October was 
$829 in. down from $1-23 bn 
the previous month. The 
result, which was below fore- 
casts, compares with a defi- 
cit of SL3lbn in the some 
month in 1996, making it the 
first time this year that the 
monthly trade deficit has 
been lower than the same 
period last year. 

The figures showed that 
imports in October were 22 
per cent lower than in Sep- 
tember, suggesting con- 
sumer demand for imported 
products has slowed. The 
sharp fall in B razilian share 
prices over the post two 
weeks has in part been 
prompted by the rise this 
year in Brazil’s trade deficit 


Millennium 
bomb risk may 


trigger 

By Mark Suzman 
in Washington 

The US Senate is to consider 
legislation that would 
require all publicly traded 
companies to disclose prog- 
ress in dealing with poten- 
tial problems resulting from 
the effect of the year 2000 on 
computer systems - the 
so-called mfltenntam bomb. 

Bob Bennett, chair of the 
Senate banking subcommit- 
tee on financial services and 
technology, said yesterday 
possible .risks to Investors 
and the economy as a whole 
of companies being unpre- 


US law 

whether 00 represents 2000 
or 1900 and potentially dis- 
rupting all other activities. 

Testifying at the hearing, 
Edward Yardeni. chief econ- 
'omist at- DditfScbe ^Morgan 
Grenfell, endorsed Mr Ben- 
nett’s rail, warning that the 
problem was a “very serious 
threat” to the US economy 
that could spark a global 
recession. “I believe that all 
businesses, hoth incorpo- 
rated and unincorporated , 
should be required by a new 
law to publicly reveal their 
cumulative and current 
quarter o utla ys on fixing the 
year 2000 problem." he. said. 

Mr Yardeni said he had 
spent six months collecting 


pared for the problem were 
so enormous that he was 
preparing legislation to force 
them to take action. 

“The year 2000 problem is 
more than a computer prob- 
lem; it is a pervasive busi- 
ness issue for which there is 
no quick fix," be said at a 
hearing on the issue. “A fail- 
ure in one co m puter system 
could not only devastate the 
operation it controls but 
could domino through other 
systems and cause other 
seemingly unrelated 
operations to shut down." 

The problem arises from 
the fact that many computer 


By Louisa Kehoe in San 
Francisco and Mark Suzman 
in Washington . . 

Microsoft became, ffie target 
of sharp criticism yesterday 
at a US Senate hearing an 
the future of the internet, in 
which the software industry 
leader was accused of 
attempts to monopolise the 
new online medium. 

Senator Orrin Hatch of 
Utah, chairman of the Sen- 
ate judiciary committee, said 
the hearings marked the 
start of an “ongoing exami- 
nation" of critical issues fee- 
ing policymakers and regula- 
tors in the digital age. He 
said that, while Microsoft 
was not the subject of the 
h «mng T the issue could hot 
be Ignored. “I have not made 
any secret of the feet that I 
have serious concerns about 
Microsoft’s recent efforts to 
exercise its monopoly power 
and I plan to continue to 
examine the company's prats 


information on the problem, 
and estimated there was a 40 
per cent chance of a 12- 
month recession starting in 
January 2000 at least as 
severe as that caused by the 
the 1973-74 oil shock. “If the 
supply of information is dis- 
rupted, many economic 
activities will be impaired, ff 
not entirely halted,” he said. 

Mr Bennett said his legis- 
lation would require disclo- 
sure of a company's progress 
in assessing the impact of 
the year 2000 problem as 
well as regular reports on 
the implementation of any 
necessary changes to its 


outspoken Microsoft critic. 

The Justice Department 
last month accused Micro- 
soft of violating a court 
order marketing its Internet 
Explorer browser software 

as part of the Microsoft Win- 
dows operating system and 
said it would seek fines of 
glin a day for alleged anti- 
trust violations. 

Microsoft said it had 
offered to testify before the 
Senate panel but had been 
turned down on the grounds 
that the hearings were “not 
about Microsoft". 

However, Microsoft was 
not without its supporters. 
In testimony before the Sen- 
ate panel. Charles Rule, a 
lawyer at the Washington 
firm of Covington and Burl- 
ing, warned that existing 
anti-trust legislation was 
“ill-equipped" to deal with 
the pace of innovations in 
the high-tech sector. 

. Separately yesterday, the 
Senate commerce committee 
overwhelmingly approved a 
controversial bill to restrict 


Growth 
prospects 
in US 
look good 

By Gerard Baker 
in W a shington 

Immediate prospects for US 
economic growth continue 
-to look positive, according 
to the latest monthly analy- 
sis of recent statistics, pub- 
lished yesterday. 

The Conference Board, a 
private sector research 
group, said its main index of 
leading economic indicators 
rose by 02 per cent in Sep- 
tember. The rise followed 
similar increases in July 
and August and reflected 
the continuing strong per- 
formance of the economy 
and frnnnrijil markets t hi* 

year. 

The index, a composite of 
10 monthly published indi- 
cators, is a reasonably accu- 
rate predictor of economic 
activity in about six 
months’ time. In the six 
months to September, the 
index increased by as per 
cent, and seven of its 10 
components advanced. 

TTie mate contributors to 
the increase in September 
were a fall in weekly claims 
for unemployment Insur- 
ance and money supply 
growth. 

The Index of coincident 
indicators, which reflect 
current growth, increased 
by 0.3 per cent 

The figures are consistent 
with recent data published 
I up to last month which 
I suggested the outlook for 
| growth remained positive. 

The US economy expanded 
! at an animal rate of 3J5 per 
i cent in the third quarter, 

I following increases of 3.3 
per cent and 4.9 per 
cent in the previous two 
quarters. 

This pace of growth is 
widely regarded by econo- 
mists as too test to be sus- 
tained without a re s u r ge n ce 
of inflation, tot so far mice 
pressures seem muted. 

The main question for 
economists is whether the 
pace of growth will continue 
over the next tew months. 

Last week Alan Green- 
span, the Federal Reserve 
chairman, hinted that the 
recent stock market turmoil 
and the continuing crisis in 
south-east Asia would help 
slow the economy. 

“The combined impact of 
the Asian crisis and the 
stock market correction will 
slow 1998 growth by 05 to 1 
percentage points,” said 
John Lipsky, chief econo- 
mist at Chase Manhattan 
Rank in New York. 

Against that, equities 
have recovered much 
ground lost last week and 
direct effects cm US export- 
ers of a slowdown in Asian 
countries may not signifi- 
cantly erode growth pros- 
pects. 


tices,” he said. 

Hie senator, whose state is 
home to Novell, one of states and cities from impds- 
Microsoft's strongest com- tag new taxes on internet 
petitors. has long been an access services. 


systems use a two digit dat- 
ing s y st em, making it Impos- 
sible for them ' to tell computer systems. 

Senate attack 
on Microsoft 
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Financial Management Tapping global capital 


W hen Hoechst, 
the Frankfurt- 
based chemi- 
cals and drugs 
group, listed its shar es on 
the New York Stock 
Exchange six weeks ago it 
was a symbolic ac- 
knowledgment that a 
company which aspires to be 
global in operations 
nowadays must also be 
global in its approach to 

finan ce. 

Intensifying International 
competition and high 
domestic costs are forcing 
German businesses - amon g 
others - into radical 
restructuring and a much 
greater reliance on global 
securities markets. 

Hoechst is one of the 
restructuring pace-setters, 
aiming to transform itself 
from a diversified chemicals 
group into a life-sciences 
business focused sharply on 
shareholder value. It sees a 
New York listing as a 
necessary part of this, even 
thnngf^ H ha s no immediate 
plans to raise new 
funds. 

Says JQrgen Uormann, the 
chairman: “It is our 
conviction that this 
company should become 
more international. The 
financial markets are open 
and interconnected, so why 
should we exclude direct 
access to the US capital 
markets?" 

In this, as in all other 
aspects of finance, global 
companies are finding life 
increasingly complex. 

The risks inherent in 
financial derivatives, and 
the speed at which markets 
change, have intensified the 
central challenge facing 
financial officers: how do 
you exert the right degree of 
control over operations 
which are necessarily 
decentralised, and know 
local conditions better than 
you, while at the same timp 
minimising risk and trying 
to achieve the lowest cost of 
capital? 

Companies adopt widely 
differing approaches to 
control, but common to an is 
the growth of headquarters 
guidelines on what is 
permitted by subsidiaries. 


Growth’s financial 
complications 

A company that seeks to extend operations around the world needs 
new financial structures to match, says Martin Dickson 


Overseas access: number of foreign companies listed 





These range from the 
establishment of ideal 
capital structures for each 
country, for tax planning 
purposes, to rules on foreign 
exchange hedging or the use 
of exotic instruments. 

For a si gnificant number, 
clearer guidelines have gone 
hand-in-hand with greater 
exertion of control by the 
centre. “Compared to 10 
years ago, there’s a much 
higher tendency for 
centralisation of financial 
treasury control at 
Unilever,” says Jan Haars. 
treasurer of the Angio-Dutch 
group. "The size of the 
company, and the risks 
involved, miwns it makes a 
lot of sense to look at it 
centrally." 

A similar trend is under 


way at General Motors, the 
US’s largest car 
manufacturer, which has 
just set up a treasury centre 
in Singapore to serve its 
Asian operations. "There's a 


centre doing it for an entire 
region.” 

Central control also allows 
a company to manage the 
group’s overall risk position 
much more efficiently. 


The risks inherent in financial 
derivatives, and the speed of 
markets, have intensified the 
challenge facing financial officers 


lot of potential to bring 
efficiencies into the system 
by centralising." says Mark 
Greenquist, assistant 
treasurer. "There’s no point 
having a couple of people in 
accounting doing foreign 
exchange hedging when you 
can have people at the 


Efaerhard Cleft, treasurer at 
Hoechst, says many of its 
local managers can decide 
their hedging strategies, 
within the group's overall 
guidelines, but they have to 
offer corporate headquarters 
the right of first refusal in 
executing any deal at 


5 tmtktn 13 to * mwnbcr of tho KPN Group 



market conditions, since it 
can offset a lot of their risk 
positions internally. 

“They have semi- 
autonomy but we can 
still manage the group 
position,” he wpiefaft "We 
operate Wra a quasi-bank, 
without being a profit 
centre." 

In the tax field, countries 
are becoming more 
aggressive In their approach 
to multinationals. Says 
Roger Muray of Ernst & 
Young: "All the time, 
individual countries’ tax 
systems are working against 
the company’s desire to 
globalise.” 

Take, for example, the 
issue of t ransfer pricing — 
the internal prices charged 
by one am of a 
multinational to another. 
John Coombe, finance 
director of Glaxo WeDcame, 
the UK pharmaceuticals 
group, says this used to he a 
subject of debate mainly 
with the British and US tax 
authorities, but increasingly 
other countries are spotting 
the tax opportunities. “As 
more countries get in on this 
it b eco m es a major logistical 
exercise ... We have 
supplied literally millions of 
documents to the US. 
Industries have grown up 
building computer programs 
to analyse these firings.” 

As far funding their global 
ambitions, multinationals 
increasingly accept that to 
achieve the lowest cost of 


capital they have to tap file 
international markets. 

For many non-American 
mmpflmpf;. a vital element Is 
an equity listing in the US, 
the world’s most liquid and 
efficient market. For US 

companies, the rest of the 
world is not so compelling, 
ttwmg h even they can find 
useful the additional 
liquidity of international 
listings: in 1992, when 
General Motors was 
desperate to bolster Itself 
with fresh equity, it 
undertook a roadshow to 
Europe and Asia. 

Says Mr Greenquist: “It 
would be myopic to forget 
about the rest of the world. 
But we also have to be 
realistic — the US is still the 
largest, deepest capital 
market” 

Greater reliance on 
international markets is 
forcing global companies to 
pay more attention to debt 
rating agencies and to 
investors an the cutting edge 
of the “shareholder value" 
debate - most of them in the 
US. 

For example, more 
sophisticated institutional 
investors are focusing much 
greater attention, on whether 
companies are gearing up 
their balance sheets 
sufficiently with cheap debt, 
rather than expensive 
equity. That is exposing 
some transatlantic cultural 
differences, since European 
companies tend to have a 
more cautious approach to 
financial leverage. 

And while most European 
companies still focus on 
traditional performance 
measures, such as 
profitability ratios and 
aamfnga par share growth, 
US fashions are forcing them 
to look at new yardsticks, 
designed to measure the 
value they are creating for 
investors, such as economic 
value added (EVA) and total 
shareholder return (TSR). 

Unilever, for example, 
recently adopted TSR as its 
corporate financial objective, 
in place Of earning s growth. 
It will monitor its 
per fo rmance against a peer 
group of 20 multinationals 
which broadly match its 
spread across products and 
regions. 

“If you’re a global 
company, new valuation, 
techniques are just 
something you have to take 
on board," says Nick 
Pasricha of Ernst & Young’s 
corporate finance practice, 
“because a proportion of 
your i n vestors are subject to 
that influence.” 

All this, then, should 
make it harder for 
companies to indulge in the 
kind of expansion which 
dots the map with the 
corporate logo but produces 
poor Investment returns. 
Global finance brings with it 
a healthy check on imperial 
amb ition. 


Benefits of 
funding from 
overseas 


Ralph Atkins and 
Leslie Crawford 
on the effects of 
privatisation 


F or two former state- 
owned telecommuni- 
cations monopolies, 
Telefonos de Mexico 
and Deutsche Telekom, 
there was no alternative to 
the global capital markets 
when they were opened to 
private-sector ownership. 
Telmex made the jump in 
1990, Deutsche Telekom in 
November 1996. 

In both cases, domestic 
financial markets did not 
provide enough capital to 
absorb such huge offerings. 
“The Ge rman market Is not 
so mature.” says Joachim 
Kr&ke, Deutsche Telekom's 
finance director. Faced with 
the limited scale of Mexican 
capital markets. Telmex had 
been tapping international 
bond markets for years. 
Even today, only $ibn of the 
company’s J3.Sbn long-term 
debt is in pesos. 

Opening up to a wider 
world has had beneficial 
side-effects. Mr KrOske says 
Deutsche Telekom’s interna- 
tional listing, and the 
demands it placed on the 
group to boost shareholders' 
interests, fitted with the 
group’s strategic ambitions. 
“We needed the access to 
capital markets because of 
the demand for equity, but If 
we wanted to be a global 
player we had also to meet 
global standards.” 

In Telmex’s case, interna- 
tional ownership provided 
scope for foreign alliances. 
Southern Bell Corporation of 
the US and France Telecom 
International each own 24.5 
per cent of Telmex’s voting 
stock, and hold two of the 
five seats on Tebnex's execu- 
tive committee, in charge of 
the day-to-day running of 
the . company..- The stock, 
with a market capitalisation 
of $20bn, is traded In New 
York, Toronto, Frankftart 
and Tokyo as well as In 
Mexico City. 

Following Deutsche Tele- 
kom’s listing, 33 per cent of 
the company’s shares were 
held outside Germany, 
including 14 per cent in the 
Americas and 8 per cent in 
the UK. In Telmex’s case, 
almost 85 per cent of the free 
float of the stock Is held by 
foreigners, making Telmex 
the most liquid American 
Depositary Receipt on the 
New York Stock Exchange. 


In both cases, the globali- 
sation of the companies’ 
finances has changed the 
way the companies report 
their results. Deutsche Tele- 
kom had to adjust to US 
GAAP (Generally Accepted 
Accounting Principles) - 
which Mr KrOske says the 
group believes is better any- 
way for Investors. “It gives 
investors more and better 
information". Quarterly- 
results and divisional break- 
downs are still in the pipe- 
line. but the company has 
started extensive twice-a- 
year international results 
roadshows. 

Telmex has also had to 
respond to foreign investors. 
Differences between Mexican 
and US GAAP, mainly affect- 
ing inflation accounting, 
pension benefits, and 
deferred income taxes, are 
reconciled once a year. Four 
times a year. Telmex issues 
quarterly results and holds 
conference calls which 
attract, on average, about 
150 foreign fund managers. 

Mr KrOske - now used to 
presenting Deutsche Tele- 
kom’s pitch around the 
world - says the biggest dif- 
ferences in the demands of 
investors are between retail 
and wholesale investors, 
rather than between differ- 
ent nationalities. But there 
are geographic subtleties. US 
and Asian investors tend to 
be less concerned about 
operational matters. “The 
US Investors look at your 
strategy: how is your 
approach to the US? Are you 
only a telecommunications 
company or do you want to 
be an information company? 
But the British or other 
Europeans look at whether 
you have cut costs, what 
your advertising budget is.” 

For Telmex. the change of 
ownership was just the 
beginning. “Privatisation 
was the point of departure 
for accelerated, dynamic 
change." says the company. 
A year after Deutsche Tele- 
kom’s partial privatisation, 
Mr KrOske says it is hard to 
separate the effects on man- 
agement of listing interna- 
tionally from the company's 
broader transformation. He 
says, however: ’’It is very 
useful to have foreign inves- 
tors. They also make you fit 
for international competi- 
tion. The questions they ask. 
what they stress or do not 
stress, gives you an idea of 
how other people look at 
your company. You can 
always learn something." 


I Own words Tore Bertillson. SKF 


Taking a twin-track route to 
investment decision-making 


Tore BertUsson Is finance 
director of SKF, the 
Swedish bearings company. 


S We have tried to 
A put In place a 

financial reporting 
structure wtrich 
dosety scrutinises 
costs and investment 
without hampering 
operational management or 
strangling Innovation. 

Basically, we have a twin 
track approach that gives 
production managers in 
different parts of the world 
- whether Sweden, 

Malaysia or Brazil - relative 
freedom on investment 
decisions. 

In a company of this size, 
it would create a terrible 
bottleneck if managers had 
to refer to the Gothenburg 
headquarters to approve 
every spenefing requirement 

A factory extension In 
Italy, for example, would 
come across my desk only 
If ft w as an exce ptionally 
large investment Normally, 
the approval would be given 
i by the country manager. 
That does not suggest any 
looseness in financial 
controls - only that we 
believe line managers are 
best placed to take local 
spending decisions. 

Under the SKF financial 
reporting system, any 
sizeable Investment would 
be subject to very strict 
guidelines. A manager 
seeking a large capital 


Injection to expand would 
have to demonstrate the 
projected cash flow and 
Skety payback on the 
money laid out 

So there is a set of 
investment frames, related 
to the size of the business 
and spending requirements, 
which would be approved 
at different levels of the 
organisation. 

This process works in 
parallel with the group 
treasury function. The group 
treasurer, who reports to 
me, has regional treasurers 
based in some our largest 
ma r ke t s - Germany, France, 
Italy, Singapore and North 
America. Thar role is to 
calculate likely returns on 
Investment and to organise 
access to capital. 

These regional treasurers 
have responsibility for 
drawing up the capital 
structure of a fundraising 
exercise In a particular 
territory. 

There are two exceptions, 
however. The treasury 
functions in Asia and South 
America are now being 
centrally administered from 
Gothenburg, partly because 
we need to manage 
currencies better than we 
have In tlte post 

Far all of us, there is a 
growing pressure to expand 
in emerging markets. At 
SKF, we want to reduce our 
dependence on western 
Europe, which accounts for 
65 per cent of otr 


manufacturing base. 

The group has made a 

strong start by capturing 35 
per cent of the South 
American market and 
estab&shing plants in 
Malaysia, India, China, 

Korea and Indonesia. The 
growth rates there are much 
more attractive than in 
western Europe. 

But the next phase of 
growth probably be 
eastwards in Europe! In 
countries such as Poland. 
Demand in that part of the 
world grew by 40 per cent 


test year. It is an 
under-utilised area both tor 
sales and production and 
we want to step up our 
investment there. 

If we can produce at 
lower cost outside western 
Europe, there could be a 
shift in future 

manufacturing ( g&gjw 
capacity. It is not 
something that wiH J? 
happen overnight, 
hut If we don’t make a start 
someone else will do It 

Interview by Tim Burt 


In Friday's FT: Conclusion - The global company in the 21st century 

Victor Fung. Cemex 
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Royal Opera 
House close 


to insolvency, 
MPs are told 


By Uam HaTOgan 
and Antony Thomcroft 


The Roy a] Opera House is on 
the point of insolvency, and 
could cease trading within a 
week. Lord Chadlington. the 
company’s chairman, told 
MPs yesterday. 

“If we do not find funds in 
the very short term, then the 
probability is that the house 
will become insolvent.” he 
told the culture and 
committee of the House of 
Commons. 

Chris Smith, chief culture 
min is te r, said he might, in 
the light of Sir Richard 
Eyre’s forthcoming inquiry 
into the future of Covent 
Garden, abolish the compa- 
ny’s state grants in the form 
of a El 5m ($24. 9m) annual 

Arts Council subsidy and 
£78ra national lottery grant 

“One option I have consid- 
ered. and would ask Sir 
Richard to consider, is to say 
to the ROH. that you are on 
your own - no more public 
money,” he said. Mr Smith 
made clear the ROH would 
receive funding for the cur- 
rent £21 4m redevelopment of 
Covent Garden. 

Lord Chadlington said that 
although the opera compa- 
ny's financial situation was 
“grave”, there was a “small 
opportunity" that a private 
donor would emerge. 

“Several third parties have 
been approached,” he said, 
without disclosing details. In 
July, the ROH was saved 
from insolvency by a ggm 
donation from a benefactor. 

Gerald Kaufman, commit- 
tee chairman, asked Lord 
Chadlington how long the 
ROH would survive, given 
its £4. 7m deficit. “We need to 
know what time-scale you 
are on.” he said. “The blood 
is dribbling away - we are 
losing money by the hour.” 

“We have to present bal- 
anced budgets to the Arts 
Council by November 12,” 


said Lord Chadlington. “If 
we cannot by then, we win 
be engaged in crisis t alks. " 

Lord Chadlington admit- 
ted “a lack of qualified finan- 
cial personnel” had deep- 
ened the ROH's financial 
troubles. “The figures on 
which we made decisions 
would change month by 
month in the most «i arming 
way.” he said. 

The committee was highly 
critical of the nature of the 
appointment of Mary Alien, 
ROH chief executive. Covent 
Garden was plunged into cri- 
sis in May when Genista 
McIntosh suddenly quit the 
post. Lord Chadlington. 
immediately appointed Ms 
Allen, his former Arts Coun- 
cil colleague, to the £90.000-a- 
year post 

“I continue to be perplexed 
and flummoxed by this 
whole affair ," said Mr Kauf- 
man. 

Mr Smith was criticised 
over his recent call for the 
English National Opera to be 
housed at Covent Garden, 
along with the ROH and the 
Royal Ballet Mr Smith said 
yesterday that to save 
money, the three companies 
should take turns to occupy 
the London base, as weD as 
also gnin ff on tour. 

“These are catastrophic 
proposals that would be infi- 
nitely more expensive,” said 
Sir Jeremy Isaacs, former 
ROH general director. “The 
government wants more 
people to have access to 
opera, so how can it justify 
closing down one opera 
house?” 

Paul Daniel. ENO music 
director, was also critical. 
“We are greatly concerned 
that the proposed review 
into the use of Covent 
Garden could threaten our 
company's unique work,” he 
said. 


Editorial comment and 
Observer, Page 13 


Memories of 1992 haunt Labour 

Membership of ERM may be necessary to join a European single currency 


A spectre haunts the 
Labour government’s 
declaration of intent 
to jom.fhe-Easropean single 
currency •— the spectre of an 
exchange rate mechanism. 
To Labour's .discomfort, 
Hans TIetmeyer, president of 
the Bundesbank, repeated 
this week that membership 

cf ERM is a pre-condition for 

joining European economic 

and monetary union. 

The majority of European 
Union g o vern m ents and the 
European Commission share 
this interpretation of the 
1992 Maastricht Treaty. 

The issue is a political 
minefield for Labour because 
the ERM Is synonymous 
with the collapse of the for- 
mer Conservative govern- 
ment's European policy in 
September 1992 when John 
Major, prime minister, 
was forced to withdraw ster- 
ling from the currency grid 
alon g with the Italian lira. 

Labour’s problem, says a 
Commission official, is that 
the public and the media 
conflate Emu with the ERM. 
“People in Britain say: look 
what happened when we 
joined the ERM." 

The Maastricht treaty 
requires countries seeking to 
join Emu to criteria on 
infla tion. Interest rates, pub- 
lic flgflej te. gover nm ent debt 
and exchange rate stability. 



But the treaty language on 
exchange rate stability is 
ambiguous. In protoad six, 
article three, the treaty says 
a member state should 

respect “the norma] fluctua- 
tion margins” of the ERM 
“without severe tensions for 
at least the last two years” 
before EU leaders decide 
which countries meet the 
entry criteria. The decision 
is due on May 2. 1998. 

Labour, like its Conserva- 
tive predecessor, argues that 
events have overtaken the 
treaty because the old ERM 
died in August 1993. At that 
time a wave of currency 
speculation forced ministers 
to abandon the narrow fluc- 
tuation bands of 2.g? »nd s 
per cent in favour of a 


“broad band” with 15 per 
cent Quotation marg in either 
side. 

Labour also argues that 
EU finance ministers have 
avoided taking a collective 
stand on the exchange rate 
criterion, thaw** largely to 
pressure from Kenneth 
Clarke, who was 
of the exchequer in the 
Major government. In Ver- 
ona. Italy, in spring 1996, Mr 
Clarke also secured an 
assurance that membership 
of a new ERM 2 governing 
relations between the euro 
and currencies outside 
would be voluntary. 

The difficulty Cor the Brit- 
ish government, which is 
desp era te to reassure other 
European governments it is 


acting in good faith, is that 
other Emu aspirants have 
joined the ERM. Finland aw) 
Italy signed up in late 1996. 

Another worry is the con- 
duct of the Swedish govern- 
ment. Unlike Britain, Swe- 
den has no treaty right to 
opt out of Emu. But Stock- 
holm has arrogated itself 
this right on the grounds 
that public opinion will not 
support early Emu entry. 
The dil emm a for the Com- 
mission is that Sweden ful- 
fils all criteria for joining, 
barring ERM membership. 

A convenient solution is to 
point out that Sweden can- 
not become an Emu member 
because it is not a member 
of the ERM. The inconve- 
nient result for Britain is 


that the question of ERM 
membership moves to centre 
stage. Labour’s riposte is 
that the rest of the EU will 
be so relieved if Britain joins 
the single currency - on 
present planning in early 
2002 after the next general 
election - that the ERM 
question will fade away. 

As further insurance 
Eddie George, governor of 
the Rank of England (the UK 
central bank}, said this week 
the UK would pursue “a par- 
allel track” to Euro zone 

countries in terms of mone- 
tary and fiscal policy, to con- 
vince EU partners the pound 
would not be a rogue cur- 
rency outside Emu in spite 
of its recent volatility. 

So what is the likely out- 
come of the ERM conun- 
drum? Labour could argue 
that the new ERM is not a 
straitjacket but a loose over- 
coat which could help 
Britain’s path to conver- 
gence with the Emu bloc. 

Britain could join the ERM 
for a token period after 
establishing a new entry 
rate for sterlin g . 

But the general view is 
that no British government 
can ignore the provisions of 
the treaty, however positive 
the tone of its European 
policy. 


Lionel Barber 


Minister attacks Brussels over beef ban 


By Alison MaWand 
in London 


Jack Cunningham, the UK 
agriculture minister, yester- 
day attacked the European 
Commission for its slow 
progress in abandoning flw 
export ban on British beef. 
He told the House of Com- 
mons agriculture committee 
his offirinig had been press- 
ing the European Commis- 
sion unrelentingly for prog- 
ress on a scheme to allow 
limited exports of beef from 
herds certified free of BSE. 
or “mad cow disease”. 

“The ball is now in the 
court of the Commission,” 
he said. “My officials have 
almost lived in Brussels tar 
the last six months. But we 
can’t control the timetable 


The government is trying to build a 
-pro-European mainstream wattnnai consen- 
sus about the single currency”, Gordon 
Brown, the chancellor of the exchequer, 
said last night, Robert Peston writes. He 
spoke after Tony Blair, the prime minister, 
and Paddy Ashdown, leader of the opposi- 
tion Liberal Democrat party, had reached 


agreement on the need for a cross-party 
campaign to make Britain “less Euroscepti- 
cal”. Mr Brown said the Conservatives, the 
largest opposition party, had “failed to take 
on board" that the UK had embraced a 
pooling of political and economic sover- 
eignty in joining Nato and in backing the 
creation of the European single market 


and the cycle of meetings. I 
get rather irritated by the 
length of time it takes for 
these committees to meet” 

The UK is waiting for the 
C ommiss ion to put a formal 
proposal to end the ban on 
beef from certified herds - 
Initially only from Northern 
Ireland because the region 
has a computerised cattle 
tracing database. 

The tone of Mr Cunning- 
ham's remarks contrasted 


with his previously concilia- 
tory approach to Brussels 
over lifting the ban. It 
appeared to reflect frustra- 
tion at the lack of movement 
on the certified herd scheme 
and the broader scheme to 
allow exports of cattle bom 
since August 1996. when pos- 
session of contaminated 
feed, the likely source of 
BSE, became fl tegal 
Mr Cunningham suggested 
it Tnight. be politically and 


economically convenient for 
some EU member states to 
keep the ban in place. 
“Britain, almost alone, is 
shouldering a large measure 
of the necessary restructur- 
ing of beef production in 
Europe.” he said. UK slaugh- 
ter schemes were removing 
400.000 tonnes of beef from 
the market each year. 

However, ASPS on the agri- 
culture committee expressed 
concern at the pace of gov- 


ernment progress in tracing 
cattle for slaughter in the 
selective cull - one of the 
European Union’s pre-condi- 
tions for lifting the ban. 

The aim of the cull was to 
eliminate cattle most at risk 
of developing BSE because 
they could have been 
exposed to the same feed as 
animals tha t died of the dis- 
ease. Only 18,000 of 113.000 
cattle to be slaughtered have 
so far been traced. In addi- 
tion. 40,000 have already 
been killed. 

• One more person has died 
from the new variant of 
Creutzfeldt-Jakob Disease, 
related to “mad cow dis- 
ease”, the Department of 
Health said yesterday. Fig- 
ures for nvCJD cases show 
21 deaths to September 30. 


‘Mistake’ 
allowed 
Spain veto 
on border 
dispute 


By John Kampfner, 
Chief Political 
Correspondent 


The UK government 
admitted yesterday it had 
been misled into allowing 
Spain theoretical power to 
veto British membership of 
the Schengen agreement on 
open borders in the dispute 
over Gibraltar. 

Robin Cook, foreign secre- 
tary, told MRS a “misunder- 
standing" bad occurred in 
the fraught final stages of 
negotiations at the Amster- 
dam summit in the early 
hours of June IS. 

Member states, apparently 
unknowingly, approved a 
Spanish amendment stipula- 
ting that late arrivals into 
the Schengen club - whose 
full members are Germany, 
France, Belgium, the 
Netherlands, Luxembourg, 
Spain and Portugal - would 
have to be accepted unani- 
mously by other member 
states. Incorporation of the 
1985 Schengen accord on 
freedom of movement was 
part of the new treaty. 

British and Irish negotia- 
tors had been under the 
impression that an original 
draft, making clear that 
such a move would require 
only qualified majority vot- 
ing. would be included in 
the Amsterdam treaty. 

Mr Cook told the foreign 
affairs committee of the 
House of Commons that the 
government had been dissat- 
isfied with the “note-taking” 
of the presidency, then in 
Dutch hands, which had led 
to “different recollections of 
the text of what was said on 
the night”. 

He made clear, however, 
that the UK - which suc- 
ceeded amid great difficulty 
in securing a legal right to 
jurisdiction over its own 
borders - had no intention 
of joining Schengen. Later 
on June 18, Tony Blair, the 
prime minister, said 
Amsterdam had preserved 
Britain's right to opt in to 
EU protocols. 
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COMMENT & ANALYSIS 



Edward Mortimer 


The black sheep 

The EU keeps telling Turkey to pull its socks up, yet 
refuses to acknowledge it as part of the European family 



he trouble with the 
European Union is 
that it is incapable 
of strategic 

thousrht. 

In Brussels, foreign policy 
planning is divided between 

the Commission and the 

Council Secretariat, which 
operate quite separately 
from each other. But big for- 
eign policy decisions are not 
taken in Brussels. They are 
the fruit of bargaining 
between member states. 

The example always 
quoted is the decision to 
recognise Croatia and Slo- 
venia in December 1991, 
accepted by Britain in 
return for German Tavours 
at Maastricht. 

The decision to open 
membership talks with 
Cyprus next spring may 
come to be seen as a similar 
blunder. Adopted in March 
lyy.i as a concession to 
Greece, in exchange for 
allowing the customs union 
with Turkey to go ahead, 
that decision was presented 
as an inducement to the two 
communities in Cyprus to 
settle their long-standing 
conflict. 

So far. alas, it has had the 
opposite effect. Rauf Denk- 
tash. the Turkish Cypriot 
leader, has given it as a rea- 
son for suspending talks 
with Glafcos Clerides. the 
Creek Cypriot president, 
who has strengthened his 
military ties with Greece 
and ordered ground-to-air 
missiles from Russia. Tur- 
key has threatened to pre- 
vent their deployment due 
next year, by force if neces- 
sary. In recent weeks there 
have been several near 
clashes between Greek and 
Turkish forces in the 
Aegean. 

On Monday the prime 
ministers of Greece and 
Turkey met and reaffirmed 
a joint statement of respect 
for each other's sovereignty, 
ruling out the use of force. 
But issues of substance 
between the two countries 
remain unresolved. 

The EU cannot be blamed 
for the Cyprus conflict or 


for long-standing Greco- 
Turkish differences. But it 
became inextricably 
involved in those problems 
when it decided, in the late 
1970s, to admit Greece as a 
member state. 

Turkey's elite, which 
believes strongly in its 
European identity, missed a 
trick by not applying for EU 
membership at the same 
time. Of course Turkey 
could not have joined then. 
But faced with two applica- 
tions. the EU would have, 
had either to put off admit- 
ting Greece, or to reaffirm 
its intention of admitting 
Turkey in the future. 

As it is. Greece has been 
able to use EU membership 
as a weapon in disputes 
with Turkey, while Turks 
have become increasingly 
resentful of the EtTs unwill- 
ingness to treat them as a 
future member. That resent- 
ment became sharper as for- 
mer communist countries in 
central Europe elbowed 
their way ahead. The inclu- 
sion of Cyprus, under a 
purely Greek Cypriot gov- 
ernment. is seen by most 
Turks as adding injury to 
insult. 

It need not be so. The 
Cyprus delegation in the 
talks could include Turkish 
Cypriots, The EU could 


insist on concessions to 
Turkish Cypriot demands as 
part of the terms of entry. 
EU membership would in 
any case benefit Turkish 
Cypriots economically. It 
should also give them secu- 
rity against renewed Greek 
Cypriot attacks such as 
occurred in 1963. Some 
Turkish Cypriots would get 
jobs in the EU bureaucracy, 
and Turkish would become 
an official EU language. 

But none of that will hap- 
pen unless Turkey and the 
Turkish Cypriots approach 
the process in an opportu- 
nistic spirit. At present 
their attitude Is negative 
and resentful. They see 
Cyprus's proposed EU mem- 
bership as yet another trick 
won by Greece at their 
expense, and a new version 
of the old Greek demand fbr 
union between Cyprus and 
Greece. They are bound to 
see it that way so long as an 
EU including Greece seems 
set on keeping Turkey 
out. 

No one believes Turkey is 
ready to Join the EU tomor- 
row, though under the pre- 
vious government Turkish 
diplomats used to irritate 
west European audiences by 
saying so. The new govern- 
ment of Mesut Yilmaz has 
recognised that Turkey 



Denktasb: angered by EU concessions to Greece cm Cyprus 


must first put its own house 
in order, notably by com- 
pleting the modernisation of 
its economy, bringing infla- 
tion under control, and giv 
ing stronger guarantees or 
human rights. 

A month ago Mr Yilmaz 
seemed to have won tbe 
backing of tbe German 
chancellor. After meeting 
the Turkish prime minister 
on September 30. Helmut 
Kohl issued a statement 
saying he firmly viewed 
Turkey as part of Europe 
and supported the goal of 
Turkish membership of the 
EU. 

Since then things have 
gone backwards. EU leaders 
continue to lecture Turkey 
on the need for improve- 
ments in human rights, con- 
cessions in Cyprus and mod- 
eration in the Aegean, but 
offer nothing concrete in 
exchange. Germany is still 
blocking the idea, put for- 
ward by France, of includ- 
ing Turkey in an annual 
“European conference” of 
present and future EU mem- 
bers. This conference would 
hold its first meeting in 
London next February 
shortly before accession 
talks begin, thereby making 
it clear to those not yet 
included in such discussions 
that they are “pre-ins” 
rather than "outs''. 

The decision has to be 
taken at next month's Lux- 
embourg s ummi t If Turkey 
is not invited to the pro- 
posed conference most 
Turks will conclude, reason- 
ably enough, that the EU 
has no serious intention of 
ever admitting them. In that 
case they are hardly likely 
to be helpful or constructive 
over Cyprus. 

The conference has been 
described as a "family 
photo” of the wider Europe. 
If its British hosts want to 
make a success of it, they 
must persuade other Euro- 
peans to stop treating the 
Turks as gatecrashers. 
Instead they should be wel- 
comed and encouraged, like 
wayward but promising 
cousins. 
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Takeovers and a test of fairness 


From Mr Roger Lyons. 

■ Sir, Alistair Defriez. the 
director-general of the Take- 
over Panel, does not speak 
for everyone (“Brussels 
Urged to end takeover law 
proposals”, November 3). 
That the European Union 
legislation to regulate might 
contravene the principle of 
subsidiarity ignores the ben- 
efits that such overdue regu- 
lation could lend. 

Hie UK's voluntary code 
leads to more takeovers and 
mergers in the UK than the 
rest of the EU. There is no 
evidence that all of these 
benefit consumers, share- 
holders, employees or soci- 
ety in the long term. They 
do earn the takeover consul- 
tancy industry a consider- 
able and growing amount of 
income - at whose expense? 

A statutory EU-wide code 
would democratise the 
merger process, and perhaps 


dealings between bidders 
and target companies may 
come under the spotlight, 
even allowing for proper 
consultation with employee 
representatives, providing 
some test of fairness. 

MSF, as a union represent- 
ing more than 400.000 skilled 
and professional employees 
in industries and services 
significantly affected by 
mergers, is keen to see Euro- 
pean legislation put in place 
which will protect the rights 
of those employees - in par- 
ticular. their right to infor- 
mation and consultation in 
the run-up to a merger 
announcement. 

The non-statutory code in 
the UK sets the panel out- 
side and above the law. The 
UK courts generally refuse 
to Intervene. Consequently, 
the rights of employees to 
consultation before mass 
redundancy announcements, 


provided for by EU directive, 
ore flagrantly breached, as 
In the case of Royal Sun Alii 
once when it announced 
5,000 jobs would go on Its 
creation- And the rights to 
consultation on strategic 
decisions, provided for in the 
European Works Council 
directive, is outrageously 
ignored, as in the Guinness- 
GrandMet merger, 
announced days after the 
first Guinness EWC meeting. 

Mario Monti, the single 
market commissioner, is 
sapfcrn g fairness: for compa- 
nies facing unwelcome pred 
a tors, for consumers, for 
employees, and for society at 
large. Roll on the proposed 
directive on takeover bids. 

Roger Lyons, 

general secretary, 

MSF. 

33-37 Moreland Street, 
London EClVSBB.UK 


Tories: no alternative to co-operation 


From Mr Jonathon Labrey. 

Sir. It is important to point 
oot that pro-Europeans in 
the Conservative party are 
not pursuing William Hague 
in the same vindictive and 
uncouth manner that “Euro- 
sceptics" attacked John 
Major. Rather, we are seek- 
ing to influence a policy that 
is fundamentally out of tune 
with (increasingly) the 
instincts and interests of the 
British people. 

The two groups of people 
that Conservatives will 
depend on for their future as 
a party capable of govern- 
ment are young people and 
the business community. 
Young people are culturally 
more sophisticated than eves- 


before, and a “mobile” 
Europe is certainly not 
unthinkable with tbe explo- 
sion of business and lan- 
guage courses that are on 
offer - and oversubscribed - 
in colleges and universities 
across the country. The busi- 
ness community responds to 
the potential economic bene- 
fits of European co-operation 
that will result in job 
creation and Increased 
investment 

Euro-scepticism has never 
won a genera] election in the 
past and it Is even less likely 
to do so in the future. Mr 
Hague’s appeal to the British 
people will ultimately rest 
an his ability to unite his 
party - and the country - 


around policies that engage 
the Interests of the whole 
nation. 

It is time to say - unequi- 
vocally - that in terms of 
the Conservative party's 
position on the future of 
Europe, there is no alterna- 
tive to active and positive 
co-operation in the EU. 
Around that policy, the 
party has united (and won) 
for a generation. 

Jonathan Labrey, 
national organiser, 
Conservative Group 
for Europe, 
c/o Conservative 
Central Office, 

32 Smith Square, 
Westminster SWTP 3HH, UK 


No fresh start in a flawed Pearl of Africa 


From Mr Salim Thobam and 
MrAzimAmlanL 

Sir, We read with great 
interest the article by 
Khozem Merchant (“Come 
on home, we need you". 
October 18-19} about the 
renewed welcome for Asian 
investors in Uganda. There 
was a similar campaign in 
1991 when the government of 
Uganda, In conjunction with 
the World Bank, invited us 
and many other Asians to 
presentations in London and 
Kampala about the opportu- 
nities to return to business 
in Uganda. 

We were convinced that a 
new start was to be made 


and invested considerable 
funds on the government's 
assurance that, if any dis- 
pute arose. It would be set- 
tled impartially by the World 
Bank's centre for the settle- 
meat of investment disputes. 
We learned, to our cost, that 
things had not changed. Tbe 
promised investment incen- 
. fives were never granted and 
in 1996 our investment was 
seized by agents of the gov- 
ernment without any 
recourse to any legal or 
administrative procedures 
laid down in the law. We 
were warned not to return to 
Uganda. 'Hie government 
has refused to allow our case 


to go to impartial interna- 
tional settlement by tbe 
World Bank or otherwise. 

Those attracted by the 
new campaign would be pru- 
dent to ascertain the 
commitment of Uganda to 
such impartial international 
tribunals. Uganda is. indeed, 
tbe Pearl of Africa, but presi- 
dent Yoweri Museveni and 
his ministers have much 
work to do before that pearl 
can again appear without 
disfiguring flaws. 

Salim Thobani 
and Azhn AmlanL 
Kingsgate Place. 

London NW6 4JH, UK 


Euro’s effect 
on the dollar 

From Mr Rohm Solomon. 

Sir. Avinash Pcrsaud's let- 
ter (October 31} about the 
euro's effect on the dollar's 
reserve status strikes roe ns 
both factually and analyti- 
cally faulty. He claims that 
“euroland's" economy and 
exports win be significantly 
larger than those of the US. 
The latest issue of the IMF's 
World Economic Outlook 
contains a table showing 
that in 1996 the US economy 
and its exports were slightly 
larger than those of the 15 
European Union members 
(excluding intra-EU exports, 
as Mr Persaud also does). 

He also argues that "if the 
dollar loses its reserve status 
to the euro” private portfo- 
lios would also shift out of 
dollars. First the dollar is 
not going to "lose" its status 
as a reserve currency. At 
most, some countries will 
shift, probably gradually, to 
the euro. Second, there is no 
obvious connection between 
the currency preferences of 
monetary authorities, which 
arc motivated partly by 
political considerations, and 
the decisions of private 
investors and institutions as 
to where they hold assets. 

Robert Solomon. 

8502 W. Howell Road, 
Bethesda. 

Maryland 20817. US 


UK certain to 
be sidelined 

From Mr D. A. A Fagandini. 

Sir. The uncertainty that 
the UK chancellor ended in 
his Emu statement was that 
regarding a British vote of 
confidence in continental 
Europe's ability to manage a 
euro capable of withstanding 
the political pressures the 
Treasury expects to plague 
its early years. 

Taken with the decision to 
provide only encouragement 
from the sidelines during 
that time, this will ensure 
that we will be left there 
when the hard work to 
establish the single currency 
has been done. There may be 
no De Gaulle to deny us an 
entry permit whenever we 
do ask for one. but there 
most probably will be a for- 
midable European Green- 
span uttering “Nein" in 
Frankfurt 

D. A. A, Fagandini. 

6 Alleyn Park, 

London SE21 8AE, UK 


Personal View • Gerhard Schroder 


Reforming the German model 


Germany has to 
price itself back 
into the world 
market in order 
to stay ahead 



The economic 
foundations of 
* German soci- 
ety are 
*: exposed - as 
■ in all coun- 


tries - to dramatic change. 
There is intense global com- 
petition for capital, goods 
and services. Labour mar- 
kets are subject to unprece- 
dented international pres- 
sures. Protecting local 
markets through national 
policies is virtually 
impossible. 

But provided Germany 
makes the necessary 
changes, the so-called “Ger- 
man model" - which com- 
bines a productive economy 
with an integrated and 
peaceful society - can main- 
tain its superiority over 
other successful systems. 
The key to the future is to 
encourage and support 
entrepreneurial spirit and 
practice everywhere in Ger- 
many. My aim Is to improve 
and speed up the capacity of 
our economy to adapt and 
innovate. That ambition is at 
the heart of any modernisa- 
tion strategy. 

Significant parts of the 
German economy have been 
lagging- behind international 
competitors. The only way to 
make use of new opportuni- 
ties is to give up past prac- 
tices. We need courage and 
readiness to take risks. We 
also need a credible political 
leadership that is not 
exhausted by muddling 
through with old policies. 

Europe has a vital part in 
my policies for Germany. We 
want Europe to realise its 
potential as the world's larg- 
est and most successful 
marketplace. It is no coinci- 
dence that social democracy 
has again become Europe’s 


driving political force. Too 
many people have suffered 
from the inability of neo- 
conservative dogma to pro- 
duce a society that is effi- 
cient and at peace with 
Itself. 

Democratic politicians 
must not abdicate before 
market forces, blind to the 
social consequences. Down 
that road lies inequality and 
social polarisation, as well as 
a threat to our democracy 
and prosperity. 

As far as monetary onion 
is concerned, the single cur- 
rency must be introduced, at 
tbe right time after the 
agreed convergence criteria 
have been fulfilled. This 
must form, a step towards a 
genuine economic and politi- 
cal onion. Monetary union 
must also be part of a Euro- 
pean offensive to create jobs. 

In Germany, our solid 
Industrial base and our 
capacity for social consensus 
are enormous benefits. But 
there are undoubted short- 
comings. More than 4.5m 
people out of work, together 
with their families, are pay- 
ing the price of insufficient 
economic flexibility. 

With market-oriented 
incentives we can bring 
about a genuine renaissance 
of the social market econ- 
omy that will stimulate pro- 
ductivity and use resources 

I want to finance 
work, not 
unemployment. 

An acceptable 
minimum income 
can go 

hand-in-hand 
with a fefi in 
unemployment 


more effectively. Germany 
can draw on immense 
resources, not least its citi- 
zens’ high level of training 
and Innovative talent 

These fundamental 
strengths will be at risk 
unless radical measures are 
taken to reform Germany's 
economic and social struc- 
tures. But we cannot make 
the necessary adjustments 
purely by reducing employ- 
ment and sodal standards. 
In the US. and in Britain too, 
we see social erosion - 
hardly the right way to 
bring about a modem econ- 
omy and integrated society. 

For all these reasons we 
must find a new framework 
to allow the German labour 
market to function better. 
People will- demonstrate 
mobility and flexibility only 
if they are sure that their 
basic living conditions are 
not under threat We must 
give them a Tellable set of 
parameters to enable than 
to take on new risks. 

Lowering labour costs 
forms one of the main meth- 
ods of making entrepreneur- 
ial activity attractive again 
and at improving Germany’s 
position as a place for invest- 
ment. Labour has been made 
too costly. I favour lowering 
labour costs, particularly for 
less skilled people at the bot- 
tom end of the pay scale. My 
atm is to accomplish this by 
cuts in income tax and by 
shifting part of the ftnanHn g 
of social security away from 
companies and workers and 
towards general taxation. 

I want to finance work, 
not unemployment, a 
socially acceptable minimum 
income can go hand-in-hand 
with a foil in unemployment 
For a transition period, my 
goal is to channel some 
funds used for unemploy- 
ment assistance into wage 
and income subsidies. Flexi- 
ble methods are necessary to 
price people into jobs. Where 
they take on unemployed 
people and add to existing 
employment, businesses 


will earn the right to grants. 

Along with tax breaks 
favouring low-wage groups 
and part-time work, I want 
to bring in a negative 
income tax to provide transi- 
tional income payments up 
to the level needed for fam- 
ily subsistence. Similar 
methods are needed to adapt 
working time, for instance 
for those nearing pension- 
able age. The cost of subsi- 
dies can be offset by using 
existing legislation to cut 
benefit claimant abuse. Over 
tbe medium term, these mea- 
sures can be expected to pro- 
duce a foil In the jobless 
total of around 2m. 

As a farther step towards 
economic revival, taxes on 
entrepreneurial activity 
must be cut, and flows of 
capital towards business 
should be stimulated 
through tax incentives. 

At the same time new 
businesses and small compa- 
nies are frequently starved 
of the capital they need. All 
too often, young businesses 
look to foreign sources of 
finance, causing migration 
of knowhow and jobs. We 
need a proper market for 
risk and equity capital. 

In 15 years, only half those 
employed In the German 
economy will benefit from a 
secure full-time job. As for 
as retirement benefits are 
concerned, employees must 
continue to benefit from a 
basic state pension, but they 
must also rely more on their 
own resources by investing 
in the capital stock of the 
economy. 

Radical reform across all 
sections of economy and 
society Is the only way of 
safeguarding Germany's 
accomplishments. Fear of. 
change will set us back. I 
prefer to embrace change 
and go forward. 

The author is prime minister 
of Lamer Saxony and eco- 
nomic policy spokesman of 
Germany’s Social Democratic 
party 
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Mr Trichet 
and the ECB 


The French decision to 
nominate a Frenchman to he 
the first head of the European 
Central Bank was hardly a sur- 
prise. The name of the nominee, 
Jean-Claude Trichet, head of the 
Banque de France, was just a 
little less predictable, given his 
past clashes with President Jac- 
ques Chirac. But that an action 
is predictable does not mairp it 
desirable. 

Mr Trichet is being nomi- 
nated to replace the Dutchman, 
Wim Duisenberg, head of the 
European Monetary Ins titute, 
the precursor of the ECB. Hav- 
ing lost to the Germans in all 
the other arguments over eco- 
nomic and monetary union. 

French amour propre demands a 
victory. That means putting a 
Frenchman at the top. 

Mr Trichet is a qualified can- 
didate. As architect of the franc 
fort policy of the past one and a 
half decades, his orthodoxy is 
impeccable. But so Is Mr Dufe- 
enberg's. Mr Trichet has the 
technical skills. But so does Mr 
Duisenberg. Mr Trichet might 
lack the political arts needed to 
convey the ECB’s message to 
doubtfol Europeans. But so. too, 
mi g h t Mr Duisenberg. 

The fundamental issue, how- 
ever, is not whether Mr Trichet 
is a suitable candidate, bat 
whether it is sensible to put him 
in the job. For him to achieve 
the position as the result of a 
French power play or a bilateral 
deal between Germany and 
France could be bad. not just for 
the European Central Bank. 


hut for Europe as a whole. 

The ECB is, after all, a Euro- 
pean institution, it exists to 
serve wider European interests, 
not those of two countries. 

One of the advantages of a 
candidate from a small country 
is that his ability to serve the 
wider interest is credible, 
because the alternative, of serv- 
ing his own country's, is obvi- 
ously not. This genera] pre- 
sumption is reinforced, in this 
case, by the Importance France 
attaches to having a Fr enchman 
in the position. A natural 
assumption is that the candi- 
date is expected to do what 
Paris wants. This does not need 
to be true far it to damage the 
ECB’s credibility. The damage 
could be particularly severe in 
Germany itself, where euro- 
scepticism is rife. 

No less harmful is the notion 
that Germany might accept Mr 
Trichet in trilateral horse trad- 
ing. Such an arrangement to 
change an apparently agreed 
candidate by the ED’S two most 
important countries would 
blight the institution's legiti 
xnacy everywhere else. 

The interests of Europe 
demand that the head of the 
ECB be acceptable to the largest 
possible number of countries 
and be appointed in the most 
open possible manner. In this 
light, a belated attempt by 
France to persuade Germany to 
ditch Mr Duisenberg for Mr 
Trichet could seriously damage 
the credibility and legitimacy of 
the nascent institution. 


Debt roulette 


The collapse in the prices of 
emerging market bonds since 
the middle of last month has 
left investors and investment 
banks nursing big losses. A 
hitherto profitable game has 
gone badly wrong. 

Earnings in Wall Street and 
the City of London have beat 
buoyed by holding speculative 
bonds and letting prices rise: 
Participants knew they were 
carrying too much risk, but 
since competitors, were also 
doing it they kept on. 

Both banks and investors 
around the world have also 
been borrowing cheap to lend at 
much higher rates in different 
currencies. This risky habit, 
which investment banks call 
proprietary trading, has been 
particularly marked in Russia’s 
volatile local currency markets. 
Investors from South Korea, for 
example, are said by traders to 
have been boosting lacklustre 
profits by investing in Russia. 
Investors in Latin America have 
been borrowing in yen to invest 
in Brazilian and Mexican local 
currency markets. 

The flight to quality in emerg- 
ing market bands in the inter- 
national markets over the last 
two weeks is thus just the tip of 
the iceberg. The reason that the 
risk spreads have risen so dra- 
matically is that the marked 
change in market conditions 
has raised new questions about 
the ability of some borrowers to 
meet future commitments. Such 


questions, in the minds of 
nervy, speculative investors, 
tend to overw helm longer-term 
improvements in 'credit. 

The question for investors 
now is whether the market col- 
lapse was a signal for a new 
round of the old garm> of lever- 
age and rising bond prices to 
begin a gain from flip new, lower 
base; ar whether there has been 
a fundamental change in the 
market and new strategies are 
demanded. 

Clearly, the bull market in 
bonds was driven by abundant 
global liquidity. There is no 
strong evidence, apart from the 
modest rise in US and German 
interest rates, that this picture 
has radically changed. If this Is 
the main factor, then emerging 
market bond prices may soon 
begin to climb. 

However, the full extent of 
the damage done to investors 
and investment banks by the 
bond price collapse is as yet 
unknown. Large amounts of 
maturing debt,- much of it in 
local currencies, is due to be 
rolled over in the months 
ahead. Investors’ willingness - 
or reluctance - to do this will 
reveal how serious the damage 
has been to the creditworthi- 
ness of emerging market bor- 
rowers. In the meantime, the 
lesson for governments and 
other borrowers who are over- 
dependent on volatile interna- 
tional investors is simple: if you 
can, kick the habit 


Curtain call 


Chris Smith, the UK’s minister 
of culture, media and sport 
descended with a clash of thun- 
der on Monday to propose a res- 
olution of the turbulent affairs 
of London’s opera companies. 

The Royal Opera House, now 
running headlong towards insol- 
vency, has been leaderless 
throughout the summer. It 
grossly mismanaged the first 
part of its exile while its build- 
in g is bring refurbished. 

Meanwhile, the English 
National Opera (more nearly 
the “people's opera") is also 
Ieaderiess and in debt And.lt' 
wants more cash to revamp its 
splendid but dilapidated home, 
the London Coliseum. After 
Dennis' Maries, the ENO's gen- 
eral director, resigned suddenly 
In September the company’s 
plans to settle its debts were left 

i Umbo. 

Something must be done. Mr 
Smith’s idea, which seems to 
have sprung fully formed from 
the bad: of an envelope, is to 
put the two companies together 
under one roof in the opera 
house building. Management of 
artistic companies would be sep- 
arated from management of toe- 
premises. 

Mr Smith has wisely given Sir 
Richard Eyre, former artistic 
director of the Royal National 
Theatre, a fairly open brief as 
p bpiromn of an inquiry Into this 
operatic mess. The inquiry is 
bound to consider a. long over- 
due reform of the royal opera. 


And there is certainly a case to 
be examined for separating toe 
business and artistic manage- 
ment 

It would be a pity, however, if 
the ENO were sucked into the 
maelstrom created by the royal 
opera’s mismanagement and so 
lost its distinctive vision: acces- 
sible modern repertory. After 
losing its way in recent years, 
toe company has shown signs of 
being rejuvenated under a new 
music director, Paul Daniel 

If the two opera companies 

shared one building, there 
might be strong pressures 
before long to merge them, 
starting no doubt -with the two 
large orchestras. The alterna- 
tive would be a much increased 
touring programme. But taking- 

opera to the regions Is expen- 
sive and logistically difficult, 
especially if international stars 
‘ are Involved- 

Sir Richard, therefore, feces a 
daunting task in his search for 
a solution which will preserve 
the ENO’s distinctive style and 
yet make radical improvements 
in the economics and manage- 
ment of big apera. 

A big shake-up may well be 
needed. But the worst outcome 
would be a real life version of 
Ariadne auf Naxos, the opera in 
which the great man lost 
.patience with two competing 
companies of ehtertainera and 
simply ordered them to play 
alternate scenes, comedy and 
tragedy. 


Empires can strike back 

Turmoil in Asian markets may act as a wake-up call to overseas 
Chinese business groups, say John Ridding and James Kynge 



he currency crises and 
economic upheavals 
that have buffeted 
south-east Asia since 
July have debunked 
the myth of an Asian exception. 
“There was an amazing mindset 

that Aria was not subject to the 
same rules," says Paul Krugman, 
professor of economics at MIT. 

If Aria’s "miracle** Is vulnera- 
ble to economic shocks, what of 
its individual corporations? Is it 
also time to write off the big com- 
panies spawned by rapid growth 
and, in particular, the empires 
run by overseas Chinese farntiias 
dominate business in the 
regkm? 

Companies were already being 
confronted with challenges to 
their strategies and success 
because of deregulation and prob- 
lems of The regional 

reversal win increase such corpo- 
rate pressures: their most imme- 
diate worries now are the storms 
of devaluation, deteriorating 
regional growth and tumbling 
stock markets. 

“For the most part, overseas 
Chinese companies are not com- 
petitive in a globalised world." 
says Ronnie Chan, the second- 
generation chairman of Hang 
Lung Development, a Hong Kong 
property developer. 

Many companies have been bit 
daring the economic turmoil, 
including Malaysia’s MBC group, 
the rapidly growing financial ser- 
vices company that suffered a 
twoday run on its branches by 
depositors. With its exposure to 
Malaysia's troubled real estate 
sector, investment analysts 
believe the group will be forced 
to curb its overseas expansion 
plans, such as its banlriwg and 
credit card operations in Thai- 
land and Indonesia. 

Great Eagle, the Hong Kong 
developer, was farced to cancel a 
HK$l.8bn ($234m) rights issue 
last month because of the stock- 
market fell First Pacific, the con- 
glomerate controlled by Indones- 
ia’s ftaiim group, has warned that 
regional problems will hurt 1997 
profits, largely because of provi- 
sions against c u r re ncy losses. 

“There is the short-term uncer- 
tainty. then there are more 
enduring problems from the cri- 
sis,’' says the chief executive of 
one overseas Chinese trading 
group. Among thp most serious 
concerns, he cites ti g hte r hank 
credit and weak stock markets, 
which will restrict expansion 
plans: depressed property sectors, 
the foundation of many regional 
business groups; and reduced 
demand in home markets. "We 
have always built out from 
domestic bastions," he says. 
“Now they are being shaken." 

Beyond these sudden shakes lie 
enduring weaknesses. “Most 
owner-managed companies, par- 
ticularly in Asia, are like 
thunderstorms," says Edward 
Kan gas, chairman of Deloitte 
Touche Tohmatsu, the accoun- 
tants. “They build quickly but 
perish as fast." 

Family-based ownership and 
control limits management exper- 
tise and presents succession diffi- 
culties. Since patriarchs and 
their relations are often reluctant 
to loosen their grip, it also 
obstructs expansion. 

“There is very little delegation 
of- responsibility, even to the 
sons,” says Mr Chan at Hang 
Lung. “If the old man says go 
right, you go right.” 

Such weaknesses have tradi- 
tionally been offset by the advan- 





tages of the overseas Chinese 
business groups. “Strong per- 
sonal co ntacts and short lings of 
command allow mwipanipc to act 
fast and seize opportunities." 
says Ghpng Wai-keung. chairman 
of Wing Tai, the Singapore-based 
property and textiles group. 

In industries from property to 
shipping, that remains a 
strength. But shifts In the world 
economy are exposing the weak- 
nesses of many Asian groups. 
“The value added is increasingly 
in technology and in brands," 
says one Singapore-based man- 
agement consultant “And I can 
count on the fingers of one hand, 
the number of south-east Asian 
businesses that are strong in 
those areas." While not every 
company has to be a global 
player, he adds, hcane bases are 
threatened by deregulation 
liberalisation which has 
increased competition amd under- 
mined local franchises. 

For Mr Chan , the implications 
are bleak. “I do question the via- 
bility of a lot of these family- 
owned businesses," he says. 
“Talk of the Asian century is a 
joke. If Asia doesn’t have strong: 
dependable companies, bow can it 
be a strong region?” 

The answer lies in adjustments 
being made by many overseas 
Chinese groups. “The good old 
days are gone, and competition 
has intensified," says Mr Cheng 
at Wing TaL “But many overseas 
Chinese groups are adapting, and 
tills crisis is a wake-up call" 

Among the most important 
shifts is the development of pro- 
fessional management “There is 
a new g e n e r ation of MBA sons 
and they are prepared to dele- 
gate." says Victor Fung, chair- 


man of Li & Fimg, one of Hong 
Kong’s oldest trading groups. His 
company was one of the first to 
tackle the web of family owner- 
ship and management, launching 
a complex restructuring followed 
by a management buyout in 1969. 

Ever the biggest taipans who 
retain TT miijqn» rp pin t control 
ownership give lieutenants room 
to manoeuvre. “Li Ka-shing [who 
controls two of Hong Kong's big- 
gest c ompanies ] sets the strategic 
direction, but he lets top execu- 
tives get on with it,” says one 
former group executive. He cites 
the free hand given to John Mere- 
dith at Hutchison International 
Terminals, Mr Li’s ports division. 
_ Mr L a’s ports, which span from 
Felixstowe in the UK to Shanghai 
and Panama, also show that 
Asian business leaders can build 
multinationals. Critics argue 
such expansion is a rare success 
among several failures, such as 
Rabbit, toe UK telecommunica- 
tions operation. But more cases 
of multinational overseas Chi- 
nese businesses are emerging. 

“A lot of Hang Kong and south- 
east Asian companies are pio- 
neers in distribution technology.” 
says Mr Fung, referring to the 
process of co-ordinating the pro- 
duction and supply of consumer 
products. “An item which costs a 
dollar when it leaves toe factory 
ends up four dollars at retail. 
If you work on the manufactur- 
ing end of the equation you can 
bang your head against the wall 
trying to shave off 15 cents. We 
focus, on the 'soft’ three dollars.” 

Many former manufacturing 
groups are moving down a simi- 
lar path. About 40 per cent of 
Hong Kong's 300,000 small and 
medium-sized companies have 


operations in more than two loca- 
tions. sourcing and supplying for 
consumer goods companies. 
S mall distribution multinationals 
have also emerged in Taiwan and 
the Asean economies. 

Devaluation will give such 
entrepreneurs a sharper edge in 
international markets. But 
whether they succeed depends on 
continued evolution. 

F or the bigger overseas 
Chinese companies, 
the conglomerates that 
spread from property 
to finance and infra- 
structure. turmoil at home may 
be offset by openings in nhinn. 
Mr Cheng at Wing Tai predicts 
that robust growth on the main- 
land, combined with Beijing's 
shift towards privatisation, will 
lead to a new wave of activity in 
China by overseas Chinese 
groups. 

These businesses still hold 
advantages in toe mainland mar- 
ket. “New World from Hong 
Kong or Robert Kuok's Kerry 
Group can repeat in China what 
they have been doing across 
south-east Asia.” says the manag- 
ing director of one Hong Kong 
investment bank. “It prorides a 
whole new canvas for them, 
where the old networks and 
methods still apply." 

Here. too. strategies require 
adjustment “It could be a mis- 
take to assume that overseas Chi- 
nese will still have the inside 
edge In China," says the Hong 
Kong-based Political & Economic 
Risk Consultancy. Apart from 
western multinationals moving 
into toe Chinese market, the con- 
sultancy cites toe rise of China's 
own state-owned conglomerates 


as potential rivals. C.P. Pok- 
phand. for instance, the Thai- 
based conglomerate, has run into 
tough competition in its main- 
land motorcycle business as local 
rivals have increased production. 

Part of the response appears to 
be a wave of new alliances 
between the overseas Chinese 
and mainland business groups. In 
June, China Resources, the busi- 
ness arm of China's Ministry of 
Foreign Trade and Economic 
Co-operation, paid HK$58Qm for 
an 8 per cent stake in a financial 
services arm of Indonesia's Lippo 
Group. That division then sold a 
stake to Beijing Enterprises, the 
commercial arm of toe capital's 
municipal government. 

Li Ka-shing and other Hong 
Kong tycoons have taken stakes 
in mainland companies, such as 
CNAC. the commercial arm of 
China's aviation regulator. Even 
some Taiwanese businesses are 
pursuing a similar path. Citic 
Beijing. China’s flagship invest- 
ment vehicle, recently became a 
shareholder in KG Investments, a 
Hong Kong-based bank founded 
by Taiwan's Koo family. 

“Overseas Chinese and main- 
land Chinese. That is the next 
phase in toe Asian business net- 
works," sal’s the managing direc- 
tor of an overseas Chinese bank. 
Like macroeconomic reforms, he 
believes, this process may be 
accelerated by the regional 
downturn. 

Along with management 
reforms and the new breed of dis- 
tribution companies, expansion 
in mainland China could help 
guarantee survival of the over- 
seas Chinese empires. It may 
even herald a new and stronger 
phase in their expansion. 


Regal 
Robertson 


■ British defence secretary 
George Robertson, recently 
heard complaining he’s the 
forgotten man of politics, 
yesterdaygot his big ehance to 
make amends* Flaying the 
British monarch, no less. 

to Moscow for a bear hug with 
Ruasiamnflitary types. ‘ 

- Robertson assumed the role -of ' 
.Queen Elizabeth to bestow an 
honorary knighthood on. 
Antonina Koneva. 74-year-oM 
widow of late Red Army marshal 
IvanKonev. . — 

Duringa ceremony in the: " " 
gilded halls of toe British . 
Embassy, just across the river 
from the Kremlin. Konev .. 
became only the third Soviet 
. war hero to be honoured by- 
Britain for exploits in the second 
world war. 

The marshal died In 1973, but 
30 years earlier be had • 
commanded the steppe front at 
the battle of Kursk - which put 
paid to Hitter’s eastern offensive 

- in what the Russians call “the 
Great Patriotic War". Konev 
then drove the Germans back to 
the Vistula- and eventually; 
shared the honour of ca p t urin g 
Berlin with Marshal Zhukov. 

White Zhukov was honoured 
by King George Vt-Roaevhad to 
make do with posthumous 
recognition because the cold war 
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got in the way. “I think he . 
would be really satisfied and 
very touched," says Ms proud 
widow. ; ~ 


Articulated 

■ Pete Caroa r at a dearly Ekes 
the whiff of battle and life on tile 
barricades- The PS Teamsters 
UntoD oiganiss- is in Europe " 
this week and plans to make - - 
time to seek out string French 1 
trackers and gteelds s u p port . ■:! 

Caxnaxata, who spent 28 years ! 
behind the wheel of a track 
before devoting his fife to' 
matters, has been teffing 
like-minded lefties about this : 
summer's dusfrup between the 
Teamsters and toe CPS delivery 
service. The dispute is' already ' 
being baited in international 1 
socialist rind® as a proud 
victory which stands as a be ac o n 
for the cM way of resolving ' 
faring*™! problems. Bui -*• 
Camarata, soundi ng only 
evs--so-s^hSy disappointed, 
reckons there’s tws* ranch for 
him to teach toe French. “They . 
look pretty well organised,’? says 
toe Detroit-born tracker who's 
not afraid to mix it 


ehsure the ceremonial barely 
changes when it comes to saying 
gpodbye.. 

■' - Nothing much, that is. until 
' toe Americans turn up to say 
differently. Hence toe dirt flying 
an the British funeral market 
-now some of the biggest North 
American players have crossed 
' toe Atlantic to try and take 
business from tht* army of 

ind ependen t undertakers. 

- A campaign for fair funeral 
practices has been busy raising 
cash to see off a threat to the 
traditional British way of 
despatch by stopping "the 
commercial onslaug ht” of 
forelgn-owned conglomerates 

who say an industry shake-up is 
}ong overdue. - 
There’s particular alarm at the 
Increasing strength of US 
funeral specialist Service 
Corporation IniernationaKSCI) - 
"Saving the World one Family 
at a Time" - which arrived three 
years ago; other foreign players 
include the Canadian Loewen 
Ooup and American specialist 
Stewart Enterprises. “Unfair 
practices" from the newcomers 
. are alleged to include aggressive 
marketing and soliciting for 
business at nu rsing homes end 


Mortified 

■ Nice steady business, burying 
people. No shortage of customers 
{though space is another matter) 
and decades of tradition to . 


But sow SQL which undertook 
500,000 funerals worldwide last 
year, is trying to take the high 
ground, drawing up regulatory 
proposals winch could involve a 
funeral industry commission to 
register and police undertakers. 


In the meantime. SCI has 
broken new ground by 
launching a television campaign 
to persuade toe Brits to embrace 
the American way of death. The 
company reckons the death of 
Princess Diana has set minds 
racing about toe best way to go. 
Now. toe largest UK undertaker 
is promising a television 
fight-back in the new year. 
Looks like a fight to the death. 


Vintage 

■ Edmond de Rothschild, toe 
wealthy head of the Swiss 

branch of the finance dynasty 

who died on Monday, may have 
been best known for his banking 
interests. After fleeing his native 
Paris with his father in 1940 
during toe Vichy regime, he 
built up extensive private 
banking and other investment 
interests from the luxurious 
Chateau de Pregnv near Genera. 
He remained a Swiss resident 
untD his death. 

But Observer hears he chose 
as his final resting place a site 
symbolic of his more recent 
diversification into toe 
wine-growing business. 

He let it be known that he 
wants to return to both his 
Gallic and Jewish roots, opting 
for burial at Chateau Clarke, a 
large and well run cru bourgeois 
in Bordeaux that he bought in 
1972; it’s since become a leading 
producer of kosher wine. 


100 years ago 

American Markets 
The market in Wall Street is 
still depressed. In toe 
forenoon, rumours of toe 
dangerous illness of President 
Havemeyer led to a bear drive 
on American Sugar Refining, 
but subsequently a statement 
that he was doing well 
enabled the stock to recover 
somewhat Rails were steady 
during the morning. At noon, 
there was a general bear 
drive, which established the 
lowest quotations reached 
recently; but there was a 
distinct tendency upwards 
before toe end of this session, 
and though toe list showed on 
balance a decline nearly . 
throughout toe changes were 
mainly fractional. 

50 years ago 

London Market For Tea? 

The advantages of 
reestablishing London as a 
market for In ton and Ceylon 
tea were stressed by Mr H. 
Eric Miller, chairman of 
Harrisons and Crosfield. at 
the meeting yesterday. He 
said there was no doubt that 
in the foreseeable future, the 
best place to market the vast 
quantities of tea consumed in 
the United Kingdom, was 
London, where blenders could 
pick and choose in open 
competition, as they used to, 
toe qualities they need in 
order to make up their 
standard blends. 
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US looks at ‘carrot and stick’ 
approach to trade with China 


By Nancy Dunne 
in Washington 

The Republican-led US 
Congress yesterday began to 
consider legislation that could 
end the yearly congressional 
battle over China's trade sta- 
tus with the introduction of a 
"carrot and stick" approach to 
Beijing. 

Tlie approach is intended to 
nudge China to enter the 
World Trade Organisation on 
terms commercially acceptable 
to the US and European Union, 
or the US would impose new 
tariffs on Chinese goods. 

The legislation, introduced 
by Congressmen Doug Bereu- 
ter of Nebraska and Tho mas 
Ewing of Illinois, is an attempt 
to deal with the US trade defi- 
cit with China, which is $31bn 
so far this year. The proposal 
has drawn support from mem- 


bers of both parties in Con- 
gress. 

The legislation, recognises 
that the annual battle over 
China’s Most Favoured Nation 
trading status does little but 
hurt the US business commu- 
nity. when outraged Chinese 
officials give contracts to com- 
petitors in Europe and Japan. 

Congress needs a two-thirds 
vote to overturn a US presi- 
dent's decision to favour MFN 
- and that did not happen 
even in the aftermath of Tian- 
anmen Square. 

"China's leaders ignore Con- 
gress's annual threat to revoke 
MFN because they know we 
will not impose such Draco- 
nian tariffs on US imports." 
said Mr Bereuter. Without 
MFN tariffs would average 44 
per cent 

The legislation would give 
the president six months to 


negotiate China's accession to 

the WTO. If at that point he 
did not feel China was offering 
acceptable market openings, 
he would have to announce 
tariff increases. Tariffs would 
be imposed six months later 

allowing time for negotiations. 

The administration has 
sought accession to the WTO 
for China in the hope that the 
US would make gains once 
Beijing had to abide by inter- 
national trade rules. However, 
congressmen said yesterday 
that China's offers have been 
"woefully inadequate" in the 
20 “working party" meetings 
held in Geneva. 

The legislation, said Mr 
Bereuter, would require rrhina 
to make an acceptable offer to 
Join the WTO or face 4-7 per 
cent tariffs, which were in 
effect before the conclusion of 
the Uruguay Round of world 


trade talks. If it joined the 
global trade group it would 
immediately get MFN status 
which would give it the same 
tariff levels as other members. 

Legislation to give Chfnn 
permanent MFN was intro- 
duced in the Senate by Bill 
Roth, chairman of the Senate 
finance committee, during the 
visit last week of Jiang Zemin 
China’s president, to Washing- 
ton. 

However, Congress is 
unlikely to grant this favour, 
in view of the trade deficit, 
without getting assurances 
that China's market will open 
sooner rather than later. 

In a bearing yesterday of the 
international trade sub-com- 
mittee, objections raised to the 
proposal centred on doubts 
t hat the administration 
be counted on to act ag™* 
China. 


Thai markets soar as premier quits 


By Ted Bardacke in Bangkok 

Thailand's financial markets 
soared yesterday, welcoming 
the announcement by Chavalit 
Yongchaiyudh that bis resig- 
nation as prime minister 
would be effective from mid- 
night tomorrow. 

Investors shrugged off failed 
attempts by the country's 
main political parties to reach 
agreement on a new prime 
minister or a new coalition. 

Analysts said a delay 
increased chances that the 
opposition Democrat party, 
backed by several prominent 
and popular economists and 
bankers, would take charge of 
the government later in the 
week. 

The baht rose 6.1 per cent 


against the dollar to close at 
Bt38.60 and the stock market 
rose per cent 

"Thai politics had been a big 
negative for the market. Now 
it’s only a small negative." 
said James Landl. vice-presi- 
dent of broker Vickers Balias. 

Analysts said the markets 
were also heartened by yester- 
day's cabinet decision to make 
an additional Bt29bn (8708m) 
in budget cuts and raise reve- 
nue by Btllbn by increasing 
vehicle excise taxes and 
improving tax collection. 
Together with Bt4bn in 
increased contributions from 
state enterprises, the move 
should help Thailand meet 
International Monetary Fund 
fiscal targets. 

But confusion remained over 


who would implement the 
measures. Prem Tinsulan aorta, 
a former prime ministw awH 
privy councillor, did not 
respond to an offer to lead the 
current six-party coalition. 

Chatichai Choonhavan. 
leader of Chart Pattana, the 
coalition’s second largest 
party, said he did not want the 
Job, as did a number of other 
senior figures who were 
approached, including Thaksin 
Shinawatra. the deputy prime 
minister and telecommunica- 
tions tycoon. But coalition 
leaders tried to remain united. 

"No one wants to be out of 
power but no one wants to 
take ultimate responsibility 
and be prime minister," said 
an Asian diplomat 

Leaders of Chart Pattana 


have entered negotiations with 
tite Democrat party, which is 
demanding that Chuan Leek- 
pai, its leader, be given the 
premiership and control of 
mngt. of cabinet 
Democrat p a rty nfTrrfail-c said 
(hey were in no rush to take 
over, p referrin g to let govern- 
ment parties come to them 
with offers when they were 
unable to a leader. 

“We have a strung enough 
team to halt the slide in the 
economy. We’re not trying to 
duck it" said Akapol Sorasn- 
chart a Democrat MP. "But we 
have to be sure we can con- 
duct our economic policies." 

Te l eco m seO-aff, Plage 6 
Currencies, Page 23 
World st ocks . Page 34 


Yahoo IPO storms Japanese markets 


Continued from Page I 

services company, which holds 
58 per cent 

Takehiro Kanazawa, an ana- 
lyst at Yamaichi Research 
Institute, said it was difficult 
to evaluate Yahoo Japan 
because it was only estab- 
lished on January 31 1996, and 
has reported only one full fis- 
cal year of earnings. Assuming 
the company’s forecast earn- 


ings per share to be accurate, 
the shares should be trading 
near Y400.000, he said. 

Yahoo Japan provides Japa- 
nese data search services free 
of charge and derives the bulk 
of its revenues from advertis- 
ing. It forecasts recurring prof- 
its of Y140m in the year to 
March, on sales of Ylffbn. Net 
profits are forecast at Y70m 
against Y33m last year. 

Traffic on its site has grown 


from 1.1m daily page views a 
year ago to 4.46m in Septan- 
her. The company expects 
internet services in Japan to 
catch up with the pace of 
growth seen in the US within 
two years. 

The listing of Yahoo Japan 
will not have a significant 
impact an Softbank, which is 
struggling against negative 
sentiment due in part to its 
high level of debt 


Jospin told to get tough on truck strikers 


Continued from Page 1 

Communist transport minis- 
ter, is due to begin another 
attempt today to get all the 
parties In the conflict talking 
around a table. 

Yesterday the largest associ- 
ation of hauliers, UFT, which 
had accepted an invitation to 
meet the minister, began to 
drag its heels. Only late in the 
day did it agree to a meeting 
today. Unostra, the federation 


of the small haulage compa- 
nies, warned its colleagues 
among the large haulage 
groups its members oould not 
improve on the offer they 
endorsed on Saturday. 

This envisaged an immedi- 
ate 5 per cent pay increase 
and about 20 per cent over 
three years. However, the UFT 
and its umbrella federation. 
FNTR, rejected this deal even 
before it was concluded last 
week and walked out of the 


talks. For their part, the driv- 
ers’ unions have hardened 
their positions - at least in 
public - in response to the 
militant mood among mem- 
bers, who have indicated they 
will not pull back until they 
extract more concessions. 
Among these are premium 
payments still owed from the 
1996 strike. 

Additional reporting by David 
White in Madrid and Gordon 
Crumb in Amsterdam. 


Krupp to link 
with Thyssen 

Continued from Page X 


Rhine Westphalia, flu* German 
state in which both companies 
are based 

Howeva; it was quickly fal- 
lowed by talks an lagging the 
two companies' flat steel inter- 
ests. These were completed at 
the beginning of September 
when Thyssen Krupp Stahl 
was established, with Thyssen 
tiie dominant partner wife 60 
per cent rf the equity. 

The two group's stainless 
steel interests had been 
merged earl i er in Krupp Thys- 
sen Nirosta, in winch Krupp 
has 60 per cent. A full merger 
has had local political and 

t nidp union 

The chief executive of the 
new group is expected to be 
chosen at the end of this 
month with Mr Crorinne and 
Dieter Vogel, chief executive of 
Thyssen. as the two candi- 
dates. Terms of the merger 
will have to await a formal val- 
uation of the two companies. 


FT WEATHER GUIDE 


Europe today 

Spain and Portugal wfll have heavy 
rain with the risk of local flooding, 
although the extreme east of Spain 
may stay dry. The central 
Mediterranean will be unsettled with 
showers breaking out over Italy and 
southern Greece. Northern Greece 
and Turkey will be dry and bright. 
Eastern Europe will stay mostly dry 
as high pressure continues to 
dominate but the north-east will be 
cold with sub-zero temperatures. 
Central and north-western Europe 
wifi be mainly cloudy with outbreaks 
of rain. In Scandinavia the rain will 
be preceded by snow, but 
conditions will turn milder from the 
south. 

Five-day forecast 

Central and western Europe and the 
western Mediterranean will stay very 
unsettled with rain or showers. Ft will 
also become windy, with northern 
France at risk from gales aver the 
weekend. Eastern Europe will 
become milder but more unsettled 
as high pressure moves eastwards. 

TODAW TEMPERATURES 
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Situation at midday. Temperatures maximum for day. Forecasts by PA WeetherCantm 



Maximum 

Befllno 

Sun 14 

Cardiff 

Shower 14 


Celsius 

Belfast 

Rain 13 

Casablanca 

Cloudy 22 

Abu Dhabi 

Sun 31 

Belgrade 

Fair a 

Chicago 

Cloudy s 

Accra 

Thunder 31 

Berlin 

Cloudy 5 

Cologne 

Shower 14 

Alglare 

Shower 25 

Bermuda 

F^r 27 

Data* 

Sun 33 

Amsterdam 

Cloudy 9 

Bogota 

Thunder 20 

Delos 

Sun 21 

Athens 

Far 17 

Bombay 

Shower 36 

Delhi 

Sun 28 

Atlanta 

Fair 15 

Brussels 

Shower 14 

Dubai 

Sun 32 

B. Aires 

Shower 18 

Budapest 

Fair 9 

Dubln 

Rain 1« 

BJiam 

Shower 14 

C.hagen 

Shower 5 

Dubfovnm 

Fair 17 

Bangkok 

Thunder 30 

Cairo 

Sunny 24 

Edinburgh 

Shower 12 

Barcelona 

Ham 19 

Cwaeas 

Thunder 33 

Fore 

Rain 18 



No other airline flies to more cities in 
Eastern Europe. 

© 

Lufthansa 


Frankfurt 

Cloudy 7 

Marti 

Thunder 17 

Rangoon 

•Snow 32 

Geneva 

Shower 9 

Majorca 

Fair 24 

Raylqadk 

Shower 4 

Gibraltar 

Ram 21 

Malta 

Fair 23 

Rb 

Cloudy 30 

Glasgow 

Oral 12 

Manchester 

Shower 14 

Raw 

Ctoudy 21 

Hamburg 

Shower 11 

ManOa 

Thuida-30 

S. Freco 

Son 20 

Helsinki 

Far >1 

Melbourne 

Far 22 

Seoul 

Sun 14 

Hong Kong 

Sun 25 

Mexico City 


Singapore 

Thunder 31 

Honolulu 

Sun 29 

Miami 

Sun 26 

StocMnfcn 

Fair 4 

Istanbul 

Sun 14 

Mfen 

Ramil 

St/asboug 

Shower 13 

Jakarta 

Thunder 33 

Montreal 

Cloudy 6 

Sydney 

Show 20 

Jersey 

Shower 16 

Moscow 

Fair -1 

Tangier 

Sun 27 

Johannesburg Sun 28 

Munich 

Cloudy 6 

TelAufcr 

Thunder 26 

Karachi 

Sun 34 

Nairobi 

Thunder 26 

Tokyo 

Mr 18 

Kuwait 

Shower 29 

Naples 

Rain 19 

Tororto 

Fair 8 

L Angelas 

Sun 23 

Nassau 

ftiir28 

Vanooow 

Ran 13 

Las Palmas 

Sui 26 

New York 

F* 12 

Venice 

Rain 12 

Lima 

Rain 23 

Nice 

Rain 20 

Vienna 

Goody 9 

Lisbon 

Ran 18 

Nicosia 

Sun 24 

Warsaw 

Qoudy 5 

London 

Shower 15 

Oslo 

Sleet 2 

Washington 

Far 13 

LuxJbourg 

Shower 14 

Para 

Shower IS 

WeOngton 

Ctaodytt 

Lyon 

Rah 17 

Perth 

Shower 28 

iianilAJ 

Sun 0 

Madeira 

Far 23 

Prague 

Cloudy 4 

Zurich. 

Mr 10 



THE LEX COLUMN 

Together at last 


Although lacking the drama of 
Krupp 's aborted hostile hid for 
Thyssen, yesterday’s merger agree- 
ment a change of p iw* in 

the restructuring of corporate Ger- 
many. By creating Germany’s sixth 
largest industrial company by sales. 
this will necessitate others 

as competitors attempt to match 
Krupp/Thyssen’s global reach and 
market power. With their steel 
activities already in joint ventures, 
the real impact will he felt in the 
material handling, machine tool 
and automotive sectors. 

The deal will also provide the 
template far future ones; after the 
ignominious retreat of Gerhard 
Gramme, Krupp’s chief executive, 
in March it is dear that hostile bids 
are close to verboten. This is espe- 
cially true of those that have not 
been approved by unions and politi- 
cians. This now amicable marriage 
win serve as a showcase for the 
supposedly rancour-free German 
method of merger accounting; the 
CTT-hangP ratio Of the merging com- 


CttJTOtop 300 Index 


German industrials 


Share prices retatiwe to the Dax Mm 
140— — - 


Thyesan 



so 1 


panics’ shares is determined by 
independent auditors based on fore- 
cast cashflows. 

There are; however, no obvious 
ocEtporatist solutions to the question 
of who will be boss. Mr Ciamme. 
who successfully prosecuted the 
merger between Krupp and Hoesch, 

is preferable to Dieter Vogel, Thys- 
sen’s cautious chief executive, but 
may yet pay the price for his earlier 
audacity. And with a deseved repu- 
tation as the most aggressive 
rationaliser in Germany, Mr 
Cromme would almost certainly 
extract more than the conservative 
DM450m ($255. 6m) of savings the 
companies have so far projected. 
But th<»n he may find the unions 
have tigri trie hands 

US media 

A decade of restructuring has 
turned the North American media 
industry into an oligopoly. Between 
them, Walt Disney, Time Warner, 
News Corporation, Seagram and 
Viacom control much of the produc- 
tion and d istributi on of news and 
entertainment. And following a 
flurry of deals, all five are now 
largely strategically complete. 

To dato , investors have had ittfip 
cause to cheer. Overpriced acquisi- 
tions. too much debt and pom: man- 
agement have produced horrible 
share performances. Even Disney 
has barely kept pace with the US 
stock market over the past three 
years. The others have underper- 
formed by between 25 and 60 per 


cent, with Viacom at the rear. Per- 
haps it is time for a reappraisal All 
the companies have turned their 
faces against further big purchases. 
And with much of the heavy invest- 
ment b ehin d them, they should 
start to generate enough cash inter- 
nally to make inroads into their 
borrowings and begin rewarding 
investors. Encouragingly. Time 
Warner, Disney and News Corp 
have all said recently that they 
would pay down more debt and 
start (or step up) repurchasing 
shares. The positive rerating of 
cable companies this year, which 
has helped Tone Warner’s shares, 
shows how these industries can 
swing in and out of fashion. If the 
media groups can succeed in 
squeezing more out of their assets 
by milking their brands and exploit- 
ing the benefits of owning both dis- 
tribution and content, they too will 
deserve another look. 

BZW 

Is it a disaster that Barclays has 
failed to persuade Credit Suisse 
First Boston to take cat all BZW’s 
businesses? Well, no and yes. In one 
sense, excluding BZW’s Australia, 
Asia Pacific and equity derivatives 
businesses from the sale is no big 
problem. In Australia in particular, 
BZW’s business is strong. Very 
likely, other buyers can be found 
without too much difficulty; argu- 
ably, splitting the BZW businesses 
between different buyers might 
even make sense. 

But look at it another way and 
CSFB's decision merely underlines 
the awfulness of Barclays’ negotia- 
ting positio n. As sole bidder left in 
the frame, CSFB is just exercising 
its natural freedom to pick and 


choose. It win doubtless continue to 
1 press its advantage as the "exclu- 

! sive discussions" proceed. The 
price, when it finally emerges, will 
surely be a depressing one. 

One can debate how far Barclays' 
of the sale is to blame- 
Part, probably, is down to the ded- 

skm to go far such a public auction 
process. But the more important 
uxgcww fa that a second-rank invest- 
ment bawMng business is considera- 
bly harder to sell than most 
fhnnght Plainly, that reflects horri- 
bly on the huge Investment the UK 
clearing banks have lovingly 
poured into these operations. 
National Westminster, certainly, 
cannot afford to feel smug. What 
. price NatWest Markets? 

Marks and Spencer 

After years of vacillation. Marks 
and Spencer is finally pushing the 
boat out. Whether it be store size, 
product range or geography, the 
message is of relentless expa n sion. 
The timing is opportunistic - assets 
in continental Europe look cheap 
right now. But it is also a case of 
making a virtue of necessity; sii^le 
digit earnings growth, despite 
strong demand, is sub-standard for 
a premier retailer. Yet, as the disap- 
pointing results or the food division 
show, domestic competition is too 
griff for wore of the same to suffice 
as a strategic response. 

The global dimension is the moist 
interesting. Global retailers are In 
conspicuously short supply. And 
there is certainly no precedoxt for a 
high volume, focused deportment 
store succeeding- Yet M&S’s confi- 
dence in going down this route is 
not misplaced. It has a powerful 
brand, with proven international 
potential, and the further advan- 
tage of a distinctive format The 
patient acquisition erf superior prop- 
erties has been another necessary 
ingredient of success. 

Patience, of course, is something 
investors will now be called on to 
display. The price erf a step-change 
in ambition will be a higher risk 

profile, and another year or two of 
subdued wirwinp growth. Only 
then will the rewards start coming 
through. It is a tradeoff worth mak- 
ing, and will underpin M&S’s pre- 
mium reputation. But while 
long-term shareholders should be 
reassured, a 30 per cent premium to 
the market makes it look an expen- 
sive time to be buying. 


Additional Lex on Cookson, 
Page 21 
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EUROPEAN BUSINESS LOCATIONS 


Inward investors have the 
pick of the whole continent 
Michael Cassell reports - 

Competing 

to charm 
new foreign 
suitors 




T he European-wide 
struggle to benefit 
from the wave of 
inward investment still 
rolling across the continent 
is getting tougher by the 
day. Throughout the Euro- 
pean Union (EU) and, 
increasingly, in those coun- 
tries to the east, the critical 
contribution of inward for- 
eign investment has never 
been more acutely appreci- 
ated and more sought after. 

The result is an unprece- 
dented effort at national, 
regional and local levels to 
put in place strategies and 
systems to maximise the full 
potential of incoming invest- 
ment funds, whether they 
are intended for manufactur- 
ing, distribution, or the pro- 
vision of a range of customer 
and marketing services. 

The largest inward invest- 
ment decisions can provide 
thousands of badly needed 
jobs and, of equal impor- 
tance, revive the fortunes 
and confidence of entire eco- 
nomic regions. When compa- 
nies such as America’s 
United Technologies choose 
to build a new $ibn semi- 
conductor fabrication fac- 
tory in Hungary, or South 
Korean group LG Electron- 
ics decides to develop a $3bn 
semi-conductor plant in 
south Wales, extensive and 
profound knock-on effects 
can be felt in a community. - 
LG Electronics has 
recruited more than 6,000 
people in the single largest . 
job creation project in the 


UK, with other Jobs also 
springing up arnnng supplier 
companies. The scale is such 
that concerns have been 
expressed about the impact 
on the local labour marir***’ — 
there are fears of job poach- 
ing. 

When a company with the 
clout and size of Toyota 
announces that jt is looking 
for a European sate to build, 
a new small car but hasn't 
yet rhnyen the location, the 
process of courtship by eager 
suitors is inevitably frenzied. 
After Toyota decided to 
build a plant at Bumaston in 
the UK, the company made 
dear that the availability of 
aid was not a factor. This 
time, however, it is under- 
stood to be p lanning to take 
advantage of financial assis- 
tance where it is offered. 

At the heart of the EU, 
Brussels attempts to ensure 
that the levels of prev ailing 
financial help are uniformly 
applied. Only in the assisted 
areas is there supposed to be 
real room for discretion. But 
there has been mounting 
concern about the degree of 
“local interpretation", with 
tax Incentives, in particular, 
proving more complicated 
than grant aid to quantify 
and monitor. 

.The European Commission 
lias already blocked a.num 1 
her of state aid packages 
offered to companies in Ger- 
many and France and has 
gone as far as to demand 
repayment of some . funds 
already available. Sua- 
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Shaping Sund e r la nd; throughout Europe, entire oonanunM— ate now being tr a nsfor me d by Inward i nva e tm a nt 


pidon surrounding some 
deals arouses interest not 
only in Brussels but also at 
the myriad inward invest- 
ment agencies fighting to 
win their share of available 
money. 

The rivalry is not confined 
to crossborder battles. With 
so many areas »nd regions 

to w»ffh mn n tr y anxious to 

attract outside investment, 
competition can also be 
fierce. There are fears within 
many central governments 
that such competition is 
becoming counter-produc- 
tive. hi the UK. the Depart- 
ment of Trade and Industry 
(DTI) is drafting a “concor- 
dat” between England. Scot- 
land and Wales, intended to 
ensure that flnanriai assis- 
tance remains within com- 
mon UK guidelines. 

The move has been made 
In response to complaints 
from the English regions 
that the development agen- 
cies in Wales and Scotland 
are poaching projects and 
jobs by putting together 


more attractive aid pack- 


Sir Cohn Mawthaii, chair- 
man of British Airways and 
of London first Centre, the 
inward investment agency, 
last month called an the gov- 
ernment to introduce a code 
of practice to stop regions 
out-bidding each other to 
win over foreign Investors. 

Feelings are running high. 
At the of last month 
David Rowe-Beddoe, chair- 
man of the Welsh Develop- 
ment Agency (WDA), denied 
suggestions that the WDA 
had itself over-bid other 
regional development agen- 
cies in its attempt to win 
inward investment. He 
emphasised that agreed aid 
limits were set by the UK 
and by the commission and 
that these were scrupulously 
adhered to. 

One suggestion is that the 
DTI takes responsibility for 
centrally negotiating large 
inward investments. But 
whatever the problems, the 
UK continues to hold on to 


the top position in terms of 
total EU inward investment. 
Despite some fears that the 
momentum might be show- 
ing signs of slowing down, 
the nation’s perfor mance in 
attracting the greatest vol- 
ume and most broadly based 
foreign business investment 
remains rmhgatew 

Some areas of the UK that 
may previously have lagged 
behind in attracting mnhfip 
investment are now imple- 
menting prog r a mme s yield- 
ing positive results. The 
south-east comer of the 
country, for mnrmple , is wm 
as one region that hag not 
made the most of its benefi- 
cial location in respect of 
mainland Europe. 

Initiatives such as Locate 
in Kent, only started earlier 
this year, are now taking 
steps to remedy a previously 
lacklustre regional perfor- 
mance. Robert Ashmead. 
Locate in Kent's chief execu- 
tive, says projections far the 
number of investments and 
newly created jobs have 


already been revised 
upwards. A job creation tar- 
get of 1,500 in the first year 
of operation has been raised 
to more than 2,000. 

The entire framework sur- 
rounding the machinery of 
UK inward investment is 
now caught up in the gov- 
ernment’s proposals to estab- 
lish nine new regional devel- 
opment agencies across 
England in 1399. The plan Is 
to provide a more coherent 
approach to economic 
regional development, in 
which inward investment 
plays a critical part. How the 
existing inward investment 
a gpmries fit in to the new 
strategy remains to be 
worked through, although 
there is an expectation that 
they will become less mar- 
keting-driven and more 
focused an deKvery. 

The hope is that the 
national effort will not be 
disrupted while any new 
arrangements are put into 
effect Recent months have 
also seen some nervo usness 


among UK-based businesses 
about the prospect for main- 
taining UK operations in the 
event that the country fails 
to sign up for monetary 
union. Reported remarks by 
General Motors’ group econ- 
omist that the company’s 
commitment to the UK 
would be reduced if tbe 
country failed to join Emu 
were quickly played down. 
But the incident could be a 
precursor to more serious 
doubts among some compa- 
nies over the UK’s continu- 
ing attractiveness as a busi- 
ness location if it remains 
outside Emu. 

“Some potential investors 
are already mentioning Emu 
as an issue.” says David 
Rees, director of economics 
at accountants Ernst & 
Young. “Over time it will 
have a psychological impact 
on potential investors and 
may influence things at the 
margins of derision- making . 
But if Europe's main mar- 
kets are within Emu, then 
the reality is that business 
will see more uncertainties 
operating from outside in 
terms of costs and returns.” 

Countries such as the UK 
will, In any case, have their 
work cut out fending off 
competitors for investment 


from central and eastern 
Europe. In the last year, 
there has been a further 
increase in the number of 
mobile investment projects 
heading eastwards. Improv- 
ing infrastructure, low 
labour costs and a readiness 
to demonstrate workforce 
flexibility are all helping to 
overcome the lingering sus- 
picions among investors 
about putting down plant in 
countries which, until 
recently, knew little of west- 
ern business methods. 

These countries, too. are 
beginning to marshal avail- 
able resources and to mount 
marketing campaigns to 
attract investors who, even 
five years ago. would not 
have given them a second 
look. Now locations such as 
Poland. Hungary and the 
Czech Republic are notching 
up significant investments 
and are on the look-out for 
more. 

The international business 
community will respond pos- 
itively if it believes its suit- 
ore are being increasingly 
drawn into a broadening 
European community which 
can simultaneously offer a 
relatively risk-free and com- 
petitive base from which to 
serve its markets. 
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A market characterised by high purchasing power, low levels of corporate taxation and a workforce that 
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SHARED SERVICE CENTRES • by Michael Cassell 


The company that shares wins 


The centralisation 
of support 
services can cut 
costs and improve 
efficiency 

Perhaps the most striking 
response by business to the 
need to make support activi- 
ties more efficient has been 
the recent explosion in the 
growth of pan-European 
shared service centres. 


Location specialists are 
unanimous in pointing out 
the rapid spread of so-called 
SSCs as companies seek to 
reduce their cost bases 
through economies of scale, 
improve their customer ser- 
vice performance and 
achieve the flexibility 
required to adapt to chang- 
ing market conditions. 

A wide and growing range 
of traditionally back-office 
activities intended to serve 
disparate business units and 


locations is being trans- 
ferred to the shared service 
centre. These activities can 
include everything hum tele- 
marketing an d b illing to pur- 
chasing and general account- 
ing and from fleet 
management to legal and 
audit services. Increasingly, 
companies are planning to 
include other core processes 
such as research and devel- 
opment, product develop- 
ment and marketing in the 
shared service strategy. 


Whether a business is 
expanding into a new region 
or restructuring Its 
operations, the SSC is 
increasingly recognised as 
an effective model to over- 
come unnecessary and 
potentially costly duplica- 
tion. It can result in more 
effective use of expensive 
technology, a sharing of 
infrastructure costs and the 
need for fewer managers. 

According to accountants 
Ernst & Young, a business in 
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the process of restructuring 
its pyteting arra ngements is 
looking to resolve a series of 
issues, including failure to 
operate effectively at a 
regional or global level and 
Insufficient focus on core 
processes. 

The shared service concept 
has been developing along- 
side the spread of multilin- 
gual call centres, which are 
also intended to reduce over- 
heads and are driven by 
improved technology and the 
availability of lower-cost 
locations. Call centres for 
European operations are 
increasingly cosmopolitan: 
callers in Spain can ring a 
local number and be 
answered by a Spaniard - 
speaking from the Nether- 
lands. 

The Irish Republic, the UK 
and the Netherlands are cur- 
rently proving the mast pop- 
ular EU locations for call 
centres. One estimate sug- 
gests that 20,000 such cen- 
tres are already in operation 
in Europe and that this num- 
ber is set to quadruple 
within the next three years. 
Some call centres already 
employ 1.000 people and in 
the UK alone around 200,000 
people now work in them. 

In comparison, the num- 
bers employed in shared ser- 
vice centres - which have 
only started to spread across 
Europe in the past two to 
three years - remain mod- 
est They are. however, set 
to expand significantly as 
companies realise that the 
concept of rationalisation 
need not be confined to pro- 
duction processes. 

Among the big corporate 
names that have adopted 
shared service centre tech- 
niques are Unisys, 
McDonald's, Laura Ashley, 
Coca-Cola, American 
Express and Kodak. Despite 
the fact that the cost of 
establishing a central service 
facility can be extremely 
high, companies that have 
taken the decision report 
fast pay-back in terms of 
improved efficiency. 

Costs alone, however, are 
not considered to be suffi- 
cient reason for establishing 
a shared service operatiou- 
Mucb of the emphasis is 
being placed on the provi- 
sion of improved customer 
services; i n the ory, at least, 
the concentration of employ- 
ees providing a range of 
back-up services from a sin- 
gle location can result in 
improved management infor- 
mation. a valuable team cul- 
ture and, in turn, improved 
customer focus. 

At present, most shared 
service centres are created 
for the use of one company. 
But facilities capable of 
being shared by a series of 
corporate customers - 
dubbed “third party" centres 
- are now increasingly 
likely. Beyond that, the cen- 
tres may extend their hori- 
zons to serve companies not 
just across Europe but 
around the world. 


The success of 
EU attempts to 
standardise aid 
for investors has 
been limited 

The rale of financial 
incentives in helping compa- 
nies on the move to choose a 
new home is always 
embroiled in controversy. 
Virt ually every government 
in Europe is prepared to put 

ftp racH and the volume Of 

ftends spent on mission 
to lure foreign employers 
frag been rising over the past 
decade. 

Invariably, each new 
announcement about a sig- 
nificant inward investment 
is accompanied by com- 
plaints from the losing com- 
petition about the high cost- 
per-job equation struck to 
snatch the prize. 

The truth is that, despite 
some success at EU level in 
standardising grant pay- 
ments across the commu- 
nity. wide variations in 
incentives still exist. 

As a result. Brussels has 
become increasingly con- 
cerned about the apparent 
u flexibflity M of grant aid at 
ground level. A number of 
state-aided projects in Ger- 
many and France have been 
blocked and repayment of 
funds has been demanded. 
One company moving from 
Denmark to Ireland on the 
back of large incentives has 
provoked a number of com- 
plaints from competing loca- 
tions. 

Brussels, as part of a long, 
hard look at state aids, is 


also paying more and more 
attention to the role of tax 
incentives in determining 
location decisions. Tax bene- 
fits can be considerably 
more complicated - and less 
easily Identifiable - than 
grant aid. and moves arc 
afoot to get them better co- 
ordinated from the centre. 

The French government, 
for years reluctant to Join 
the struggle to compete for 
inward investors, earlier this 

year announced a reorgani- 
sation of its effort to boost 
the number of incoming 
companies. It has already 
claimed some modest suc- 
cess. citing the use of 
regional development funds 
to create employment at a 
cost- per -job of little more 
than £4,000. 

In south Wales, in con- 
trast, the South Korean elec- 
tronics giant LG has decided 
to build a plant that will 
reportedly attract grants 
equivalent to £30.000 a job. 

However, even with the 
existence of such attractive 
financial carrots, most relo- 
cation experts emphasise 
that incentives should never 
be of paramount importance 
when it comes to making the 
final decision on location. 
LG itself insisted that incen- 
tives had helped, but that 
other factors were equally 
important 

WflfHed Vossen of the con- 
sultants Price Waterhouse- 
Plant Location International, 
says that the incentives pic- 
ture is complex and not nec- 
essarily what it seems: "The 
official version is that incen- 
tives become less important 
The true version is that 


incentive packages become 
more and more iroprewtive. 

"Many regions offer 
impressive packages that In 
terms of real impact on cash 
flow amount to 50 per cent 
or more of the investment 
while still respecting the 
official Ell position.** 

Mr Vossen usee an anaay- 
raous but genuine recent 
example of the extent to 
which the official position cm 
incentives can hear Httla 
relation to the fell extent of 
financial help made avail- 
able. He cites an Investment 
project In which the official 
figure for aid granted 
n mounted to (15.6m but the 
actual amount of money 
handed over to the company 
involved was S33,8m. The 
essential difference lies in 
S24.901 of aid provided - 
though not In a publicly 
identifiable way - in the 
form of lower land costs, site 
equipment and loans. 

As a result, the EU limit 
on the project of 25 per cent 
towards costs was compre- 
hensively exceeded, the total 
assistance package repre- 
senting just under 55 per 
cent of project expenditure. 

It is clear from such exam- 
ples that any company con- 
sidering a move or a reloca- 
tion cannot afford to miss 
the opportunity for a thor- 
ough appraisal of the range 
of available incentive pack- 
ages. 

A cash hand-out from the 
state may not prove the 
most decisive factor but to 
ignore the possibility of sig- 
nificant financial assistance 
is tantamount to corporate 
negligence. 


IRELAND • by John Murray Brown 


The Irish solution 
causes problems 


Can the country’s 
low corporate 
tax rates survive 
the scrutiny of 
Brussels? 

Ireland’s success as a 
business location is such 
that it is now attracting the 
attentions of the European 
Commission's competition 
authorities. 

The issue of the Irish 
Republic's low rate of corpo- 
ration tax - one of its main 
attractions far foreign inves- 
tors - is currently part of a 
much wider debate in Brus- 
sels over the use of unfair 
tax competition. 

Ireland offers a 10 per cent 
rate for manufocturmg and 
traded services and a similar 
rate for financial services in 
Dublin’s rinckianifo area. 

This policy runs until 2010. 
To provide some certainty 
for foreign investors, the 
Fianna Fail-led government 
has said tt will progressively 
reduce the standard corpo- 
rate tax rate, currently 38 
per cent <38 per cent for 
small businesses) to a uni- 
form rate of 125 per cent by 
2010. 

But as part of discussions 
on a code of conduct to curb 
the predatory tax practices 
of some member states, 
Mario Monti, the commis- 
sioner in charge of the Euro- 
pean single market, has indi- 
cated he would like to see 
Irish rates move much closer 
to EU norms. Charlie 
McCreevy, the Irish finsnre 
minister, is said to have 


been incensed by this. To 
-show Dublin’s concern, he 
and the enterprise and 
employment minister. Mary 
Harney, led a heavyweight 
negotiating team, which 
included the head of the for- 
eign investment authority, 
to Brussels in early October. 

Ireland's main defence is 
that - with only a few excep- 
tions - the Irish tax regime 
has not led to the closure of 
businesses in other member 
countries. Indeed, the great- 
est interest has come from 
US companies, which now 
constitute 80 per cent of 
Ireland's total inward invest- 
ment stock. 

In the electronics sector, 
for example, Ireland now 
accounts for 40 per cent of 
European Union investment 
by US computer companies. 
US pharmaceuticals, health- 
care .and. telephone-based 
services companies have also 
set up in large numbers. 

The low-tax regime is an 
important consideration for 
high-turnover, fast-growth 
companies - particularly 
those that are publicly 
quoted and depend an their 
after-tax namingn figures to 
attract investors. There have 
been -persistent allegations 
that the Irish government 
has allowed multinationals 
to use transfer pricing to 
inflate their Irish operations. 

Some local - economists 
allege,. the multinationals 
overstate the turnove-. so as 
to be able to source mare of 
their global activity to a low- 
tax location and reduce thfifr 
domestic tax charge. 

The Irish authorities dis- 


pute the charges. They also 
argue that tax is no longer 
the single most important 
determinant They point to 
the availability of an 
increasingly skilled work- 
force. competitive labour 
rates, and the "proactive" 
approach of the authorities 
to the investors’ needs. 

Certainly, the workforce 
has been a big attraction for 
the low-wage, relatively low- 
skill teleservices sector, 
which, long-established in 
tile US, is now taking root in 
Europe. Businesses are tak- 
ing advantage of the 
advances in telecommunica- 
tions to use a relatively 
remote location - Ireland - 
to centralise back-office 
operations. 

Computer companies such 
as Dell and Gateway have 
set up telephone-based sup- 
port services far their Euro- 
pean PC sales operation in 
Ireland. Compaq, the world’s 
largest PC company, has 
recently announced a simi- 
lar investment. Hotel and 
airline companies have set 
up booking and reservation 

services. - 

Time differences with the 
US are often an advantage. 
US-based health insurance 
companies, for example, pro- 
cess claims in Irish time that 
are then ready for the follow- 
ing day's work in the US. 

1 Some of the most encour- 
aging aspects of Ireland's 
foreign investment drive are 
spin-offe for domestic Irish- 
owned industry. The Irish 
software sector, for example, 
has grown at a phenome nal 

rate in recent years. 
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tant centre for the motor industry in France and one of the 
main centres for the agricultural produce industry. 
Like Philips, who have chosen to base a World Mobile 
Telephone Centre here, yon have everything you need to 
succeed in. Sartbe. So. make a beeline now. 


Le Mans - Sarthe 


AngeUca Mortals, tot 00 33 2 43 B7 43 10 
o M tih c aa je » teth ». com 
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UNITED K INGDOM » by Michael Caasall . 

Labour pains? False alarm 


Fears that the 
new government 
would deter 
investors have 
been calmed 

The UK has, for many years, 
attracted the lion's share of 
inward investment into the 
European Union. And 
despite some sceptics believ- 
ing that the UK may finally 
find the going tougher, the 
success story seems set to 
continue. 

In the year to April 1997. 
the UK government recorded 
-183 new inward projects, tak- 
ing around 40 per cent of all 
inward . manufacturing 
expenditure and achieving a 
record inflow for the third 
successive year. 

The new investments - 
putting the UK second-only 
to the US as a recipient of 
inward investment in the 
developed world - created 
nearly 50.000 jobs. It also 
brought to more than £l50bn 
the value of the nation’s 
cumulative stock of foreign- 
owned projects. 

The record was set under a 
Conservative a dminis tration 
that had prided itself on its 
ability to engineer a change 
in the economic and busi- 
ness climate that had foreign 
investors queuing up to 
make the UK their most 
favoured manufacturing 


location for serving Euro- 
pean Union markets. 

The big question was 
whether a change of govern- 
ment might change every- 
thing else. True, the Labour 
party presented itself as a 
more optimistic and support 
ive member of the EU, and 
its strategy of being at the 
heart of European, affairs 
held attractions for compa- 
nies anxious to do business. 

Labour’s conversion to a 
business-friendly party, nev- 
ertheless. was widely seen as 
leas than entirely convincing 
and, given its f’nTmwitmgnt 
to the social chap ter and the 
potential resurgence of 
union power, there was at 
least the danger that some 
would-be investors might 
have been put off. 

Prior to the election of 
May this year, shadow min- 
isters made strenuous efforts 
to stress their support Tor an 
active programme to boost 
inward investment 

Six months on, any fears 
that the first change in gov- 
ernment In 18 years might 
result in the investment tap 
being turned off. Figures 
from the accountancy firm 
Ernst & Young, which analy- 
ses Inward investment pro- 
jects into Europe, reveal that 
the inflow into the UK i actu- 
ally rose in the period imme- 
diately after Labour’s vic- 
tory. 

The figures maintain a 


pattern whereby almost one- 
third of Britain's manufac- 
turing productivity growth 
over the past decade can be 
attributed to the of 

new production and manage- 
ment techniques introduced 
by foreign investors. 

Earlier in 1997, the sort of 
factors which have helped 
make the UK a magnet for 
EU investment were high- 
lighted when four French 
companies collectively 
announced they were mov- 
ing some business 
operations to the UK in 
order to ensure their sur- 
vival They were led by Oliv- 
ier C j| ^i Hggd of electronics 
company Info Elec, which 
opened in Ashford, Kent, 
immediately after the gen- 
eral election. Mr Cadic cited 
Ug differences between the 
two countries in local busi- 
ness taxes, corporation taxes 
and social security charges. 

In September, Mr Cadic 
featured in an advertising 
campaign mounted by 
Locate in Kent in an attempt 
to encourage French inves- 
tors to move across the 
English Channel to escape 
the heavy social costs he 
fiahns are crippling French 
industry. The successful 
efforts of the southern 
county of Kent, ideally 
located for companies want- 
ing a foothold in the UK 
with close proximity to other 
EU markets, are now being 
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WINNERS AND LOSERS • by Michael Cassell 


new pattern emerges 


studied elsewhere across the 
country. 

Competition for invest- 
ment has been intense and 
another shake-up is due with 
the government’s plans to 
establish nine powerful 
regional development agen- 
das in England 

Proactive inward invest- 
ment programmes will be 
among the new agencies’ 
main responsibilities, 
fhrmgh t>i» extent of their 
authority and the scale of 
their budgets is yet to be 
detailed. 

There have already been 
warnings that while healthy 
regional competition is to be 
welcomed, fierce competitive 
bidding for inward invest- 
ment could ultimately prove 
nationally counter-produc- 
tiva 


Countries in 
central and 
eastern Europe 
are attracting 
more companies 

There might not appear to 
be anything unusual in a 
decision by a company such 
as Matsushita to spend $70m 
on a new television manufac- 
turing plant in Europe; or in 
General Motors’ allocation of 
another $300m to a new car 
assembly plant to help serve 
the European market. But 
when Matsushita decides to 
locate In the Czech Republic 
and General Motors opts for 
Poland, then it becomes 
clear that the pattern of pref- 
erence among manufactur- 
ers seeking to operate in an 
expanding Europe Is dramat- 
ically shifting. 

With each new inward 
Investment decision 
nnr|f\iTTir»rt during 1997, pre- 
viously favoured locations 
for Investment across the 
continent have been served a 
powerful re min der of the 
strength of competition they 
now face in winning over 
companies capable of bring- 
ing prosperity and jobs to 
their own patch. 

Now, after years of predic- 
tions about the potential 
held out by low-wage but 
high-skilled economies in 
central Europe, countries 
which even a decade ago 
were incapable of offering a 
stable and sophisticated 
environment for business 
are achieving success. 

In a chart compiled by 
accountants Ernst & Young 
(see left) of the top 12 most 
attractive inward invest- 
ment locations across the 
continent during the first six 
months of 1997, the UK took 








poll position, followed by the 
Republic of Ireland, Ger- 
many and France. But in 
fifth place came Poland, fol- 
lowed by the Russian Feder- 
ation. with Hungary and the 
Czech Republic also winning 
places. Collectively, the for- 
mer communist nations took 
an impressive 18 per cent of 
the recorded 871 inward pro- 
jects. In a separate list of 40 
significant investments aver 
the same period, more than 
one quarter were located in 
the Czech Republic. Hun- 
gary, Poland. Romania and 
Slovakia. 

Many of the projects were 
modest in value terms 
though they may clearly 
lead to larger investments in 
the next phase of corporate 
expansion. Included in the 
companies which this year 
have put down investments 
in central Europe are United 
Technologies, Volkswagen 
Daewoo and IBM. Some busi- 
nesses have been long 
enough established to take 
second-stage investments 
while others, encouraged by 
the "pioneering" of their 
competitors, are now moving 
in for the first time. 

According to David Rees, 
director of economics at 
Ernst & Young, there has 
been a marked increase in 
the number of mobile invest- 
ments going to central and 
eastern Europe. "Such 
investments used to be pri- 
marily to serve local mar- 
kets and involved basic 
activities such as bottling 
and food manufacturing. 
Now much of the activity is 
intended to serve western 
European markets." 

Mr Rees adds; "Increasing 
numbers of companies are 
taking advantage of lower 
labour costs and improving 
infrastructures capable of 


serving businesses. There is 
also a psychological change 
under way, as more and 
more companies are seen to 
move in and make a success 
of it" The process will inevi- 
tably be given added impe- 
tus as countries line up to 
join the EU. 

Some potential investors, 
however, have not been 
unduly impressed with the 
level of support extended to 
them by the state-backed 
agencies supposedly on hand 


jects announced elsewhere 
in Europe by German com- 
panies. 

Germany also shares the 
dubious honour of being 
placed at the top of the 
league of European coun- 
tries which appear most vul- 
nerable in terms of losing 
manufacturing business to 
other countries. Ernst & 
Young has looked closely at 
which countries out of 23 
from across Europe are most 
vulnerable to an outward 


to help. One manufacturing migration of business. 


investor complains; "The 
problem appears to be that 
some countries are import- 
ing their expertise from the 
west; the trouble is they are 
attracting recruits who have 
proved second-rate at home. 

One encouraging factor, 
however, is the lack of evi- 
dence that many significant 
inward investments are fail- 
ing . Some projects in Russia 
have foundered but the gen- 
eral picture appears to be 
one of modest and cautious 
initial investments that min- 
imise the potential downside 
but oiler the chance of fur- 
ther expansion. 

Perhaps more surprising is 
Germany’s ability to take a 
respectable share of inward 
investment, given its notori- 
ously high social costs and 
the underlying threat they 
pose to competitiveness. The 
picture may well be dis- 
torted. however, by the con- 
tinuing inflow of projects to 
the eastern part of the coun- 
try. 

The effort also has to be 
kept in perspective in com- 
parison to the external 
investment activities of Ger- 
man companies. In the first 
half of this year, 89 signifi- 
cant inward investment pro- 
jects into Germany were 
recorded, against 133 pro- 


According to the accoun- 
tants. Germany, where the 
country's engineering feder- 
ation has been predicting a 
large outflow of engineering 
companies unable to with- 
stand high local costs, is 
bracketed with locations 
such as Belgium. Switzer- 
land. Austria, Sweden and 
Italy in terms of maximum 
vulnerability. 

In some danger of losing 
investment to the competi- 
tion is France, although the 
country has been making 
strenuous efforts to Improve 
its share of the total EU 
investment cake. At the 
other end of the scale, coun- 
tries such as Poland, Hun- 
gary, Ireland and the UK are 
seen as showing resilience 
against competition. 

There is some variation in 
chosen destinations between 
the distribution, customer 
services and manufacturing 
sectors. The UK emerges as 
the most popular location in 
all three sectors. Germany 
and France do well in 
attracting customers service 
and marketing operations 
and in distribution, while 
Poland. France, the Republic 
of Ireland. Hungary and the 
Russian Federation attract a 
significant share of manufac- 
turing investment. 


- 


•*v.\ v 




& 




4« 


Lorraine LUrne ^ SttyUHt* jrc-w? Liverpool ftoom' Culver 






irt-M'r ;i! 

I*#-* 


Aerospa ti a le . 

Airbus Industrie 
Alcatel Espace 
Bosch 

Laboratoires Fabre 
Main Marconi Space 
Motorola 
Nutrition ctSantt 
Pioneer France Hals 
Roquefort Soditi 
Sanofi Recherche 
Semens Automotive 
StorageTefc 

chose 

Toulouse Mi<fi-Pyrtn4es 


Professionally, as for pleasure, 
Toulouse Mk&Pyrdndes offers a 
healthy balance. Business is at 
home; home is a pleasure. 

Ask 108.000 students. 65.000 
ocher European* 1ft5Q0 scientists 
and all the business leaders why 
they chore Toulouse Mkfr^rtndes. 

They wffl be enthusiastic about the 
remarkable mix of technology and 
know-how; aeronautics, space, 
robotics, biotechnology, electronics, 
food and telecoms. 

But they are passionate about the 
son. spectacular country, music or 
rugby - in other words, living to the 
ML 

Why not come and join them? 








CaB us about 
your projects 
for relocation 
or partnership 
in Toulouse 
MhfiPyrenees. 

Tin Wood, CDP 
36 Ewfs Court Square, 
London 5W59DQ 
Tefc D17V379 6939 
Fax: 0171-835 2081 
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Class 


Business Class comes naturally to Lorraine and Elaine - their 
Merseyside flies high with academic talent like their own. 

Sony for software design, Abbey National for financial services, 
Owens Coming, QVC and Telewest for call centre communication, 
Sainsburys and Booker Belmont for distribution management - no 
shortage of new companies taking off in Merseyside. And no short- 
age of skills from our 50,000 undergraduates. 

Like Lorraine and Elaine, our workforce is young, bright and lively. 
Competitive and fun, they work hard and play hard - ideally placed 
in Merseyside. The future's looking good, girls. Business Class 
is only the beginning! 

There’s a great deal on Merseyside. 


To discover more about the investment 
potential on Merseyside telephone 

0800 22 0151 

Email: merseyp@mail.cybase.co.uk 
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GERMANY* by Peter Marsh 


Attracted 


by German 


capability 


High costs are 
offset by a large 
home market and 
highly skilled 
workers 


Four years of struggle is at 
last producing the sweet 
smell of success for the Ger- 
man division of Bell Flavor 
and Fragrance, one of the 
world's biggest makers of 
specialised products for the 
food, cosmetics and beverage 
Industries. 

Based in the US. the fomi- 
ly-owned Bell hit on Leipzig 
as the location for its first 
European plant. In 1903 it 
took over a company called 
Schimmel. East Germany's 
biggest maker of flavourings 
and scented products in the 
days of communism. 

Counting the cost of the 
acquisition. Bell has injected 
nearly DM30m into Schim- 
mel. a company which was 
founded in 1829 and which 
has developed a strong repu- 
tation for scientific ingenu- 
ity - 80 years ago it pro- 
duced a Nobel prize winning 
chemist. According to Ray- 
mond Heinz, president of 
Bell's German operations, 
the investment is paying oft 
the venture moved into 
profit earlier this year. 

Output from the 120-per- 
son plant is about $l5m a 
year, most of it based on for- 
mulations devised in the US 
which are then ‘'customised” 


to meet the specifications of 
purchasers — roughly half of 
which are in Germany. 

“It took us same time to 
pick up speed." says Mr 
Heinz. “Employees here 
were extremely cre a t i ve but 
they had had to contend for 
years with the most meagre 
resources. The investment 
was like giving an artist a 
palette full of new colours.” 

Bell's experience mirrors 
some of the problems and 
the potential rewards of 
Investing in the former com- 
munist eastern part of Ger- 
many. It also highlights 

some of the wider challenges 
fbced by companies looking 
at the whole of Germany as 
a site for industrial activity. 

According to Christoph 
Maier-Rothe, bead of Euro- 
pean operations manage- 
ment at Arthur D. Little, the 
US-based consultancy, most 
Investment decisions in Ger- 
many are inevitably influ- 
enced by the country's high 
wage costs and relatively 
inflexible labour markets. 

But these factors can be 
countered by mare positive 
aspects - such as the hi gh 
level of training in Germany 
and the consequent adapt- 
ability of the workforce to 
new skill 6-intensive work 
procedures using, for 
instance, large degrees of 
automation. 

Germany’s undeniable 
position as Europe's biggest 
economy - with large indus- 
tries in fields as diverse as 



EASTERN EUROPE ♦ Anthony Robinson 


A mutual need 


developing 


The former Soviet 
satellites are 
enjoying strong 
levels of foreign 
investment 


Raymond Henz w>d management at Bel Havorsand Fragrance near Leipzig 


cars and chemicals - also 
make it an attractive place 
for suppliers to these sectors 
irrespective of the country's 
high costs. 

“The need for market 
access is often the most 
important factor governing 
where companies decide to 
set up,” says Mr Maier- 
Rothe. 

From this it follows that 
certain kinds of industries, 
seeking to tap this market 
potential, may gain from 
choosing Germany as a pro- 
duction or marketing base, 
while others almost cer- 
tainly will not 

“If you want to do [low 
skilled] assembly, don’t go to 
Germany," advises Mr Heinz 
of BelL The industries that 
will benefit are those that 
use Intellectual capital to 
turn out goods of high added 
value in plants that are 


likely to be heavily comput- 
erised.” 

IML the British engineer- 
ing company, followed tw» 
advice, stepping up its Ger- 
man activities in the past 
two years by acquiring two 
loading valve makers - Hei- 

meier and Herion - for a 
total of £21 6m. The compa- 
nies respectively make prod- 
ucts for central heating and 
pneumatic control. 

“Despite its problems, Ger- 
many is one of the hi ggpgt 
markets in the world." says 
Gary Allen. IMTs chief exec- 
utive. “And both the compa- 
nies we’ve bought have 
superb products and do 
extremely good research and 
development We are learn- 
ing a lot from them " 

Guardian Industries, a US 
company that is one of the 
world’s biggest glass makers, 
has also expressed satisfac- 


tion at its recent foray Into 
Germany. Last year, the 
company opened a DM270m 
plant In Bitterfeld, eastern 
Germany - its first in the 
country and its seventh in 
Europe. It chose the eastern 
part of the country mainly to 
8 apply glass to companies 
participating in the post-uni- 
fication building boom. 

The Bitterfeld plant 
employs 270 people and oper- 
ates round the clock. 365 
days a year. Fernand Stirn. 
operations manager at the 
plant, says some things 
about Germany concern him 
- such as high energy prices 
and taxes and the COStS Of 
labour regulations. But he 
has “no problems” about the 
skill and flexibility of his 
workforce. Productivity 
there has been about the 
same as that at Guardian's 
Luxembourg sites. 
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When the Nazis razed 
Warsaw to the ground after 
the doomed rising of August 
1944, the city n«n with its 
bell tower and baroque ele- 
gance was among the archi- 
tectural casualties. Over half 
a century later, builders 
have just put the last tiles 
on the sloping roof and the 
last lick of cream paint an 
the faithfully reconstructed 
replica. It stands as a gleam- 
ing symbol of the Polish cap- 
italist renaissance on Thea- 
tre Square, just across the 
road from the opera house. 

When it reopens, how- 
ever, it will no longer be 
home to the city’s bureau- 
crats, housing instead the 
central European regional 
headquarters for New York- 
based Citibank, which 
financed its reconstruction. 
Across town in Three 
Crosses Square, the Dutch 
IMG group is also building a 
new regional centre opposite 
the squat grey building that 
used to house the commu- 
nist central planning com- 
mission. 

The two new buildings are 
the most eloquent symbols 
of Poland's extraordinary 
transformation from commu- 
nist-era basket case in 1909 
to one of Europe’s fastest 
growing economies. It is a 
turnaround which led to a 
surge in foreign investment 
and a construction boom 
which has created a raft of 
modem office blocks, banks 
and shopping centres. 

The main question now is 
whether the formation of a 
new coalition government, 
in which Leszek Balcerowicz 
is deputy prime Tnfnwtfgr and 

finance minister, will lead to 
the faster privatisation and 
pension reforms promised. If 
so, Poland could boost 
growth through attractive 
policies which would stimu- 
late domestic savings and 
investment, and attract 
more foreign investment. 

Mr Balcerowicz was the 
architect of Poland’s first 
successful macro-economic 
stabilisation plan. This laid 
the foundations for the coun- 
try's entrepreneurial and 
dynamic economy. The 
omens, therefore, are good. 
But even before the elec- 
tions, the outgoing socialist 
gove rnment had earmarked 
some of the biggest state 
companies - such as Polska 


M l edz . the copper combine, 
and Polish telecoms - for 
privatisation as well as sev- 
eral banks, led by Bank Han- 
cflowy. 

The broad consensus 
behind foster privatisation 
means that Warsaw’s attrac- 
tion. both as the hub of a 
39m strong Polish market 
and regional centre, for ris- 
ing trade and investment is 
bound to grow. But so to wfQ 
that of several provincial 
cities which had declined 

imdgr lYmwmnlam 

Baltic port dries, such as 
Szczecin and Gdansk, for 
example, are home to a 
growing number of German 
and S candinav ian cr wnpan«»g 

which either trade or pro- 
duce relatively low cost con- 
sumer products for the 
nearby German market. Ber- 
lin, for example, is much bet- 


ter saved by Szczecin, for- 
merly Stettin, than by dis- 
tant Hamburg, thanks to the 
Kaiser’s r* nals and railways 
and Hitler’s autobahn. Wro- 
claw. the framer Breslau, is 

apnt -hpr western Polish city 
which has attracted a slew 
of foreign investors, includ- 
ing Cadbury's, Cargill and 
several other co ns u m er 
goods companies. 

Looking ftirther ahead, the 
farmer fyvtite city cf Lodz is 
w poriftnrin g a revival which 
can only be strengthened by 
its position at the crossroads 
of the planned north-south 
and east-west motorways, a 
traffic system which will 
transform communications 
throughout the region when 
finally completed in the 
early decades of the next 
century. 

Meanwhile. Hungary is 
raising its profile again after 
a tough 30 months of eco- 
nomic a nd financfai auster- 
ity. Budapest's squeeze has 
been accompanied by an 
unprecedentedly fast and 
thorough cash-privatisation 
programme which has 
helped push total foreign 
investment in this compact 
country of only 10m people 
to more than $16bn. 

Hungary can now call 
itself a base for SO per cent 
of the top 50 global compa- 
nies, as well as their state of 
the art factories producing 
cars, components, electron- 
ics, print-work, light bulbs 

by the Tnillinn a^ir) many 

other products. Exports to 
the EU and, increasingly, to 
regional markets in the Cen- 
tral European Free Trade 
Area (CEFTA) have trans- 
formed job prospects and the 
balance of payments. 

Warsaw and Budapest are 
on the up. along with 
Moscow, which has been 
transformed into a buzzing 
business metropolis by Yuri 
Luzhkov, its energetic 
mayor. But Prague, for all 
its baroque charm, has suf- 
fered as a place to do busi- 
ness from file Czech govern- 
ment's failure to push 
through structural reforms. 

Reftzrbished and glisten- 
ing, Prague remains a won- 
derful place for a romantic 
weekend, although less so in 
winter when it is often cold, 
damp and smoggy. Only 
very recently, however, has 
the government woken up to 
the fact that the Czech 
Republic desperately needs 
foreign investors to make its 
banks and enterprises com- 
petitive in the unforgiving 
global market. 

Apart from Volkswagen, 
with its huge investment in 
Skoda, most international 
companies retain a modest 
presence In the Czech repub- 


lic. if any at all Thto COUM 

change as the government 

and Czechinvest, its inward 
investment agency, atep op. 
their efforts to woo Japanese 
and other Aslan investor* 
as well as US and EU-basad 
companies. 

Czech wages are already 
relatively high, however, 
and the 1993 divorce from 
Slovakia leaves the republic 
with a small domestic -mar- 
ket of around 10m. 

Czech companies retain a 
strong, but declining, pres- 
ence in Slovakia, whose 
revival is spearheaded, by 
the busy mayor of the beau- 
tifully restored capital, Bra- 
tislava. 

Only 60kms from Vienna, 
Bratislava has few direct 
international flights but Vs 
well served by Vienna air- 
port and is linked to the 
European motorway system 
which now extends to Buda- 
pest. The Slovak government 
is investing heavily In better 
rood and rail facilities to 
improve internal communi- 
cations which many Slovaks 
believe were neglected undo- 
the former Czechoslovak fed- 
eral arrangement 

Increasingly, companies 
involved in trade with west- 
ern Ukraine use Kosice, the 
now revitalised capital of 
eastern Slovakia as a base. 
Kosice is home to the coun- 
try’s export-orientated V$Z 
steel complex and several of 
downstream engineering and 
ancillary plants formerly 
geared to trading with tiro 



Meanwhile, the economic 
fortunes of Bulgaria and 
Romania have been trans- 
formed over the last six to 
nine months, putting Sofia 
and Bucharest back on the 
business locations’ map. The 
ousting of neo-communist 
regimes in both countries 
has been followed by the 
inauguration of actively pro- 
business. pro-foreign invest- 
ment governments with 
strong popular backing for 
the market-based reforms 
needed to close the yawning 
income gap with the rest of 
Europe and gear up for even- 
tual inclusion in the EU. 

With the Caspian Sea 
region likely to develop as 
one of the biggest new 
sources of oil and gas in the 
early 2 1st century, investors 
are also flocking to the 
Romanian Black Sea port of 
Constanta and the Bulgarian 
ports of Varna and Burgas. 
All are positioning them- 
selves to profit from the 
huge expansion, of cross- 
Black Sea energy, and ener- 
gy-related trade, the first 
signs of which are already to 
be seen on the bustling 
quays and busy harbours. 
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With up to 100m users already, the 
ever- expanding Internet is suffering 
from its own success. Now, in a 
never-ending game of catch-up, 
telecommunications groups are 
investing huge sums to upgrade the 
Internet’s backbone infrastructure, 
reports Paul Taylor 

The need 
for speed 

N avigating the Internet when it was OE to send men 
using a dial-up modem to a time when just because 
has been compared to the speed at which thing s fa 
trying to drive a dou- Den. we need more ‘hieh-tou 


N avigating the Internet 
using a dial-up modem 
has been compared to 
trying to drive a dou- 
ble-decker bus down a country 
lane - at best, it is an excruciat- 
ingly slow and painful process. 

Similarly, the World Wide Web 
has been dubbed the “world wide 
wait" by users frustrated by the 
time it takes to download images 
in particular. 

Congestion on the information 
superhighway is such that some 
electronic, page requests are mak- 
ing as many as SO 'hops’ between 
a user's computer and a target 
web site contributing to delays of 
up to five seconds in response 
times. 

These problems and the lack of 
mid- or broadband services have 
already stunted the development 
of some multimedia-intensive 
Internet applications and 
threaten to further delay the 
widespread use of ths. pet by con- 
sumers for services 'as electronic 
shopping and digital telephony. 
For business users,-- insufficient 
ser-bandwidth means delays, 
i issed commercial opportunities 
a * reduced flexibility. 

• T e are moving from an era 


;Poreanai t» iputare 


when it was OE to send memos, 
to a time when just because of 
the speed at which thing s hap- 
pen, we need more “high-touch* 
and less low-tech applications.” 
says Tom Cooper of ATML. a Cal- 
ifornia-based specialist in Asy- 
chronous Transfer Mode (ATM) 
technology, with its roots In 
Cambridge. “We are moving to 
an era when real-time digital 
voice and video will be impor- 
tant" 

Some of the cu r r ent bandwidth 
constraints reflect the deficien- 
cies in the Internet’s infrastruc- 
ture which has been cobbled 
together over the past 30 years 
from a disparate collection of 
betrogeneous networks. 

In part, the Internet is also suf- 
fering from its own success. Both 
the number of Internet users, 
now estimated at between 60m 
and 100m, .and the size of files 
being transferred over the Inter- 
net have grown rapidly leading ., 
toperiodic doomsday 'predictions 
of Internet gridlock. 

Even text-based e-mail, once 
the bread-andrbutter traffic of the 
Internet, is being replaced by 
enhanced e-mail files with sound, 
photographic and even video 
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attachments. At the s amp time, 
second generation corporate web 
sites are generating an explosion 
of multimedia content, boosting 
traffic on the Internet backbone 
which is now doubling every 100 
days. 

As the number of Internet 
users and web hosts have grown 
exponentially over the past .few 
years, the data networking, tele- 
communications a nd Internet ser- 
vice providers who own the Inter- 
net backbone - the high-speed 
connections which bind together 
the Internet - have been scram- 
bling to keep pace. 

In this never-ending gamp of 
catch-up. telecom groups are 
investing huge sums in upgrad- 
ing the Internet backbone infra- 
structure with fast transmission 
technologies such as ATM, 
Frame Relay and packet over 
sychronous optical network (IP 
Sonet). 

Switch and router congestion - 
a significant cause of delays on 
the Internet - is being tackled 
through the introduction of prior- 
itising mechanisms and quality 
of service classes and same tele- 
communications companies are 
seeking to eliminate the need far 
routers altogether by delivering 
switched virtual circuit services 
for ATM. 

Transatlantic capacity in par- 
ticular has mushroomed as the 
big Internet sendee providers 
scramble to keep pace with 
demand. UUNET, the WorldCom 
subsidiary which has just 
upgraded its own UK backbone to 
155Mbps and has a 135 Mb trans- 
atlantic link, is spending $im a 
day to upgrade its worldwide 
Internet backbone infrastructure. 

In a large part, this reflects the 
growing needs of corporate cus- 
tomers - for example, in Britain 
UUNET says the number of 


orders it is taking for high band- 
width 2Mb corporate connections 
has more than doubled in the 
past six months. 

But adding capacity to the 
backbone is not the whole 
answer. For a start, the speed of 
the fastest network is con- 
strained by the fate at which 
data can travel over the most 
sluggish part of network and as 
fast as one bottleneck is eased, 
another appears. 

In addition, the very technolo- 
gies which are designed to speed 
Internet access and reduce user 
waiting times, such as fast 
modems and integrated digital 
services network (ISDN) lines, 
are themselves leading to higher 
traffic volumes. 

A technique called “Cache man- 
agement', pioneered by Mirror 
Image, a Stockholm-based 
start-up and now also adapted by 
Cisco, represents one attempt to 
break this loop. Cache manage- 
ment involves Internet service 
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providers copying and storing 
commonly accessed web content 
locally on huge servers where it 
can be accessed quickly. 

Once set up, web browsers in 
Europe would no longer have to 
traverse the congested transat- 
lantic links. “Users in North 
America will also benefit from 
reduced traffic on their side of 
the Atlantic," says Sverker 
Lindbo. Mirror Image's founder 
and chief executive. 

In the meantime, however, 
higher speed Internet access 
devices and other innovative 
technologies do offer some 
respite for end-users. These tech- 
nologies include faster modems 
and other transmission devices to 
deliver more bandwidth over the 
existing telecommunications 
infrastructure, and the use of 
new digital delivery- mechanisms 
like cable, wireless and satellite. 

Inside companies, slow 10Mbps 
ethernet networks are giving way 
to switched networks built 
around fast (100Mbps) ethernet 
connections. Some companies, 
particularly those with high vol- 
umes of mixed local area network 
traffic, have adopted ATM all the 
way to the desktop, while others 
are investigating Gigabit Ether- 
net running over fibre optic 
cables. 

Even the connections to desk- 
top PCs are being upgraded to 
handle higher capacity, simply 
with the advent of the Universal 
Serial Bus (USB) and IE-394 (Fire- 
wire) technologies coupled with 
faster internal PC architectures 
capable of handling large multi- 
media files. 

“File sizes have just exploded." 
says Sundi Sundaresh, vice presi- 
dent or worldwide marketing for 
Adaptec, the industry leader in 
I/O (input/output) technology. "It 
is primarily the richness of con- 


tent that is driving bandwidth 
demand." he says. 

From an end-user perspective 
one of the quickest and easiers 
ways to speed up Internet access 
has been to upgrade the modem 
connection. Today. 33.3Kbps 
modems are commonplace but 
modem manufacturers’ attempts 
to push analogue modem technol- 
ogy to the limits with 56Kbps 
devices have not been wholly 
successful 

In part, this is because two 
incompatible 56Kbps 'standards' 
- x2 and K56flex - have emerged, 
backed by rival industry consor- 
tia. However, most independent 
tests have shown that 56K 
modems - which supposedly can 
download data at 56Kbps but are 
limited to a maximum upload 
speed of 33.3Kbps - rarely 
achieve their frill theoretical data 
throughput because of line prob- 
lems and other factors. 

A more reliable, but also more 
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costly option, is to abandon anal- 
ogue modems in favour of the 
digital transmission and the mid- 
bandwidth’ services enabled by 
ISDN lines. -Basic ISDN services 
enble data to be transmitted at 
128Kbps over existing ordinary 
copper telephone lines, but 
require special equipment in the 
telephone exchange and the cus- 
tomer's home. As a result. Us 
adoption has been patchy. 

In places such as California 
and Germany, where local phone 
operators have offered low instal- 
lation prices, the number of ISDN 
lines has grown quickly. In Ger- 
many, for example, the number 
of ISDN lines jumped from fewer 
than 100.000 in 1990 to almost 
1.85m last year and is growing at 
more than 100.000 a month. 

But consumer demand has 
been much more subdued in 
countries such as the UK. 

Continued on next page 


International broadband 
Revenue (SMion) 
- 250 


Total data revenues 
worldwide 


- 100 


International broodtwnd 
revenues 


1997 98 90 2000 2001 1997 98 99 2000 2001 

Sources: Forresar Rasavcft IRIDIUM MU'. US Department el Contnwce 




■ • « * 1 ! H i 

* % ■ u r*'* 

“. ■V s * * 


,1 i 

h. 

£4 l *- ” 

ti't ' : ‘ 






U Cisco 

Powered Networki 


How important is 
this new logo? 


Well, the last time 
we brought your 
business something 
completely new 
if was called 
the Internet. 


When your nerwork service provider 
carries the Cisco Powered Network™ 
mark, it means their network is 
buiJt with Cisco technology - the 
technology that makes the Internet 
a reality for millions of businesses 
around the world. 

Everywhere, every day, virtually all 
of the world’s Internet traffic flows 
through Cisco equipment. It’s the 
reason that an e-mail message arrives 
in Buenos Aires from Hong Kong 
instantly; that a branch office in Sari 
Francisco can share files with its 
London headquarters in complete 
security; that a group of busy 


telecommuters can accomplish a 
productive day of work without 
ever leaving their homes. 

Look for the Cisco Powered 
Network mark in your nerwork 
service providers materials. When 
you see it, you’ll know your service 
is backed by the products and 
technology that make the world’s 
networks work for business. 

For more information about what 
Cisco products 
can do for your uiSEG 
business, visit 

our Web sire ar _ _ . 


www.cisco.com. 


The Network Works. 
No Excuses. 4 ’* 



■01997 Cisco Sfsrcms, Inc All rights reserved 
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Paui Taylor talks to Low Platt, chairman of Hewlett-Packard 
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Prospect of a world full of 




An IT industry leader anticipates the 
emergence of function-specific digital 
information devices for home and 
office - very different from the 
personal computers we use today 


W hen senior execu- 
tives meet Lew 
Platt, chairman 
and chid executive officer of 
Hewlett-Packard, they 
mostly want to talk to him 
about the Internet and cor- 
porate intranets - private 
networks, based on Internet 
technology. 

“The really hot thing right 
now is tbe application of the 
Internet and intranets in 
their companies,” says Mr 
Platt who joined HP in 1996. 
“They want to know how 
they can use intranets to 


extend out into the Internet 
as a way of doing business.” 

More immediately, he says 
he finds it “amazing how 
many companies are still 
trying to implement things 
such as e-mail within their 
Companies - I find that abso- 
lutely remarkable." 

However. HP’s 56- year-old 
chief executive says that 
most business executives 
recognise that the Internet 
c?n connect them with sup- 
pliers, with customers and 
with other constituencies, 
including shareholders. 


In many ways, intranets 
are a new name for some- 
thing that has been going on 
for a long time, he says. 
“Most people are realising 
that if they haven't already 
built these very robust net- 
works yet. then they are 
quite far behind and they 
need to move very quickly." 

HP itself already allows a 
number of its key suppliers 
to access its intranet to look 
inside the company and 
check on demand for their 
products. The California- 
based group is also in 
advanced experimentation 
stages of linking a few of its 
best customers into HP’s 
network. So, instead of hav- 
ing to call the office to ask 
what the status is on an 
order, they can check it 
themselves. “I think that 


Hewlett-Packard’s man at the helm 


Nama: Lewis E. (Lew) Platt 
Currant fitter chairman of the 
board, president and chief 
executive officer of 
Hewlett-Packard. 

Bom: AprS 71. 1941, m 
Johnson City, New York. 

Education: He holds a 
degree in mechanical 
engineering from Cornell 
University in Ithaca, NY, and 
a master's degree ki 
business administration from 
the Wharton School of 
Business in Philadelphia. 


Careen After Joining HP in 
1968, Mr Platt held a variety 
of management posts In the 
areas of medical products, 
analytical and computer 
operations before becoming 
an executive vice president in 
1987. The following year he 
was named to oversee the 
computer products business. 
In 1990, he became head ot 
the computer systems 
organisation, 
in 1992, he was elected 
president and chief executive 


officer and a member of the 
board of directors. He 
succeeded David Packard as 
chairman when Mr Packard 
announced his retirement In 
September, 1993. 

Other activities: In 1995. Mr 
Piatt was appointed to the 
Advisory Committee on Trade 
Policy Negotiations by 
President Btf Clinton and is 
serving as chairman of one of 
Its three task groups, the 
World Trade Organization 
Task Force. 
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will be very commonplace in 
the future.” 

The Palo Alto-based group 
has also used technology 
internally to develop global 
virtual manufacturing 
operations where, instead of 
having a manufacturing 
facility dedicated to a spe- 
cific geography, the manu- 
facturing resource is really 
fungible. This provides a 
wide range of benefits 
including flexibility and 
what he calls "load balanc- 
ing”. But he warns that it 
takes very robust systems to 
do that 

One compelling benefit is 
in the area of inventory, he 
says. Before HP adopted its 
virtual manufacturing 
model, one plant could run 
out of a component and have 
to pay a premium for a 
rushed order - or close-down 
manufacturing temporarily, 
even though there was 
plenty of the same compo- 
nent in another location. 
“Today, that sort of thing 
doesn’t happen. We will sim- 
ply move the part - or. in 
some cases with our vendor, 
move the delivery of the 
next part from one location 
to another.” 

Similarly, HP, which had 
revenues last year of more 
than ywh n. has used tech- 
nology to make its market- 
ing operations more stream- 
lined, adapting to local 
markets. “We used to repro- 
duce marketing materials 
over and over,” says Mr 
Platt “Today, we put them 
out an the network, people 
pull off what they want, do 
localisation and - bingo! - 
you have whatever you need 
in a particular market, all 
out of the same source mate- 
rial.” 

HP has also enthusiasti- 
cally embraced teleworking, 
particularly in its sales 
operations. Overall, about 
five per cent of its workforce 
operates from ‘virtual 
offices.’ Exploiting HP’s 
extensive internal network 
has enabled the company “to 
re-engineer the way it does 
almost everything ” he says. 

A s a result be claims 
the company is much 
more efficient makes 
better use of basic materials, 
provides employees 
improved access to informa- 
tion and allows them much 
more flexibility In terms of 
how they work. 

Mr Platt classifies himself 
as "an incidental telecommu- 
ter ... I travel 60 per cent of 
the time, and through e-mail 
and voice mail. I'm able to 
function out of the office and 
keep things moving." One 
result of this has been to 
help speed up product cycles 
and other business sched- 
ules. particularly In the East- 
moving IT industry. 

However, Mr Platt believes 
that some companies may be 
“beginning to bump up 
against the limits... if you 
look at companies that are 
already very heavy users of 
tbe network, of facilities 
such as voice mail, e-mail 
and so forth, then we are 
already doing business about 
as quickly as it can be done. 

“As someone remarked 
recently, the time between 
derisions that you are asked 
to make is now shorter than 
the time it takes to make 
good decisions, and that 
probably suggests we ore 
getting close to some sort of 
limit." 

Indeed. HP's chief execu- 
tive argues that In some cir- 
cumstances, what he calls 
"the rules of the road" or 
"social norms” have yet to 


catch up with technology. 
For example, he says It Is - 
considered unacceptable for 
him not to be attending to 
his voicemail or email over 
a three-day holiday weekend. 
‘People will not tolerate the 
fact that I don't get barb to 
them within 24 hours - and 
perhaps faster. 

“I guess Tm arguing in 
some ways that this has 
gone to a point of diminish- 
ing returns and we haven't 
quite worked out what the 
social norms are for when 
it’s OK to switch off your 
mobile phone or to go on 
vacation and not reply to 
e-mail an d voice maiL” 

O n the broader out- 
look for the IT indus- 
try, he believes the 
world will eventually be pop- 
ulated by hundreds of differ- 
ent types of digital devices. 
He quotes the head of HP 
laboratories who said “we 
are headed for a world in 
which we will have an infor- 
mation utility and informa- 
tion appliances.” 

Mr Platt adds: “If you 
t hink or the parallel world 
where we have an electric 
utility and electrical appli- 
ances, then I think you 
begin to understand what 
the future holds. Our belief 
is that as this information 
utility becomes very robust, 
it is actually going to be 
more widely available than 
the electric utility because 
wireless access will give you 
even more availability. 

“Today, if you want to 
plug in an electric appliance, 
you have to find an electric 
outlet. But with an informa- 
tion appliance, you have - in 
a cellular phone, for example 
- everything you need to 
gain access." 

Instead of general purpose 
PCs, HP is betting that there 
will be a new range of func- 
tion-specific digital devices. 
Today, he notes, “we are all 
using roughly the same PCs 
which, if you think about it, 
doesn't make much sense. 
Thus, my dentist, my archi- 
tect, my lawyer and my wife 
are all using the same type 
of PC - yet we are doing 
such different wor k ." 

Before Jong, we will begin 
to see a proliferation of what 
he calls information appli- 
ances when, instead of hav- 
ing a PC, we will have a 
dozen - or perhaps several 
dozen - information appli- 
ances scattered about the 
home, car and office. 

"When you think about 
electric appliances, they are 
pretty small, dedicated to a 
specific purpose: you never 
read the manual. They are 
widely available and you 
don’t necessarily have to go 
to a speciality store to buy 
them. Today, you can even 
buy electric appliances in 
the grocery store - and I 
think the trend in informa- 
tion appliances are going to 
be exactly the same." 

In the same way that the 
electric motor has become 
an embedded technology, 
microprocessors will also 
become all-pervasive and 
transparent to the user. “We 
are still in the stage where 
we’ve a fixation around the 
PC or the processor, but that 
processor is going to ‘disap- 
pear', just like the motor 
has. You’ll be surrounded by 
them, using them all, but 
you're not going to describe 
them in terms of a PC or a 
processor, any more than 
you think about the motor in 
your car." 

Mr Platt believes that 
large IT companies, includ- 
ing Intel, HP and Microsoft 


Lew Ptatb an enth u si a s ti c tatawortcar 


wd benefit from thin trans- 
formation. But he adds that 
“just as in the electric appli- 
ance area, there has. been a 
proliferation based on the 
number of appliances - you 
will see that trend in infor- 
mation appliances as welL” 
HP Wants tO be a signifi- 
cant appliance manufacturer 
and contribute in a number 
of other ways. “Our technol- 
ogy is very important to 
building the utility. We are 
not going to be a utility 
operator - we don’t want to 
be - bat our technology, 
computers, test and mea- 


surement equipment and our 
components are all very crit- 
ical to the building of the 
utility." 

The company also believes 
it will be one of those bum- 
nesses that populates the 
utility with appliances. 
“Through our venture with 
Intel, iff win have a signifi- 
cant role to play in b uilding 
the processors that will be 
used by people and embed- 
ded in these appliances.” 

As a staunch free market- 
eer, Mr Platt believes gov- 
ernments have only a lim- 
ited role to play In the 


up sur g i n g global info rmat i on 
industry. “A lot of what we 
need is some standards tobe 
established around the world 
so fb^t this information util- 
ity really, knows no physical 
or geographic boundaries,” 
he says. “Governments have 
otnM> role to play in that - 
for example, a government 
regulates the liadio] spec- 
trum in virtually every place 
In the world.” 

Government authorities 
dearly need to make sure 
that spec trum is made avail- 
able to tbe players - “hut 
o ther then t hat, they really 
do need to get out of the 
way. This is an industry that 
will develop more quickly 
without regulation than with 
regulation.” 

“The industry actually has 

done very well around de 
facto s tandar ds. Indeed, 
these standards drive our 
Industry much more than 
official standards. Official 
standards emerge usually 
years after de facto stan- 
dards have taken over and I 
think that is the right way 
to do it - with the possible 
exception of spectrum-alloca- 
tion and things like that, 
where a government really 
does have a role to play.” 

He believes it is important 
that the governments of the 
world co-operate, “so we end 
up with a pretty seamless 
worldwide network. 

“Hie good news is; it’s 
going OK. It’s not perfect, 
hut it's not too bad.” 
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Bandwidth shortage 


From previous page: 

where British Telecom has 
marketed the service almost 
exclusively to the business 
user. Nevertheless, there are 
an estimated 7m ISDN users 
in Europe - and Frost & Sul- 
livan. the market analysts, 
expect the number of Euro- 
pean users to jump to more 
than 20m by the year 2000. 

However, some analysts 
believe that ISDN may have 
‘missed the boat 1 as a remote 
access technology and will 
be superceded by other digi- 
tal technologies including 
xDSL (digital subscriber 
line) and cable morltzm* in 
tbe home «nri small office. 

A wide range of manufac- 
turers including Intel, Moto- 
rola and Hewlett-Packard 
have all developed cable . 
modems which can be added 
to traditional fibre/coax 
cable networks and provide 
up to 6Mb of downstream 
bandwidth to individual 
users. 

Cable modems are being 
shipped in some markets, 
particularly in the US. but 
deployment has been ham- 
pered by a number of limita- 
tions. These include the need 
to upgrade older cable 
systems which are often uni- 
directional only and the fact 
that the 6Mbs of potential 
bandwidth must be shared, 
by all users on a cable 
branch. 

Thus, if only one. user is 
signed on the full 6Mbs is 
available, but if 100 users are 
connected, the data rate 
drops dramatically. 

Despite this, the F o rres te r 
Research group predicts that 
cable modem services win be 
the most widely available 
middleband technology for 
US consumers and that by 
2001, 7m US households will 
have cable modems. 


Indeed, tbe development of 
cable modems and the per- 
ceived threat they pose to 
the business of traditional 
phone network operators has 
prompted phone companies 
to look at alternative high 
speed data technologies, and 
xDSL in particular. 

Asymmetrical di gital sub- 
scriber line (ADSL), the most 
popular ‘flavour’ of xDSL 
technology, uses high fre- 
quency gigiiafa to transmit 
data at rates of around 
6Mbps over ordinary “twisted 
pair* copper phone lines. 

“The value proposition of 
ADSL service is compelling 

‘No matter 
how much 
bandwidth we 
have, it's 
never enough* 

for the end-user," says Roc- 
Westenoik, vice president of 
marketing in SCom’s broad- 
band aecess communications 
division. “For most applica- 
tions it provides near-ether- 
net performance for small or 
home offices. 

“Multi megabit-per-second 
bandwidth to the home or 
small office enables new 
applications in commerce, 
entertainment, education 
and science and the service's 
cost in the typical carrier’s 
business case is roughly 
comparable to basic ISDN 
service.”' 

But despite this, Forrester 
predicts that while ADSL 
looks great on paper, “most 
local exchange carriers will 
foil to pump up sales to mass 
market proportions for three 
reasons: internal dissonance, 
regulatory impediments and 
weak demand." 


Other options include 
MMDS and LDMS, recently 
developed wireless technolo- 
gies that have already been 
deployed by at least one 
operator. CellularVision 
America in New York and 
which delivers data at 
500Kbps. 

Business users pay $7935 a 
month for the service, with 
an installation foe Of $225, 
while home users pay just 
$49.99 a month and $199 for 
installation. 

Some bandwidth-hungry 
companies - and wealthy 
consumers - are als 
looking to a new generatr.. . 
of satellite-based services, j 
satisfy their increasin'' ly 
global broadband rec, ce- 
ments. For exa jple, 
DirecPC, a Hughes-'-- Olivetti 
joint venture serwv deliv- 
ers a 400Kbps dc /nstream 

link- 

Meanwhile, r" wide range 
of other comp rules including 
Motorola, latel and Tele- 
, desic, a ‘“‘.art-up company 
Uacked '-<y Bill Gates and 
Craig McCaw, have also 
announced to launch 
satellite-based data services. 

Whether these services 
prove attractive options to 
business users will mainly 
depend on pricing. Bat what 
is clear is that no matter ^ 
how much bandwidth / 
becomes available, there is 
never enough. y" 

As Steve Perlman, chief 
executive of WebTV, -the 
Microsoft-owned de /eloper 
of Internet set-top' boxes 
notes: "With every 'genera- 
tion of data technology, we 
think there is unlimited 
bandwidth. There never is - 
we always find something to 
do with U.” 

Interview with John Pat- 
rick, IBM's Internet guru: 
see back page of this Review 
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image manlpu ta ii ian: 


• Digital photography: 
a fledgfing markst 

•' Computer generated 
images: wizardry with 
a multitude' of new 
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• Digttaf sound: a new 
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Dawning of the 




1 1 


information age 


The overlap of three technology arenas - computing! communications and 
consumer electronics - opens the way for seamless access to multimedia 
information and entertainment, reports Paul Taylor 


Here, and oniha ; 
following 12 pages, FT 
wrfters examine 
developments in tfigftad 
meifia: 


T he second half oT the 
20th century wffl prob- 
ably be remembered 
for the birth of the inform a- 
bon age - a time Of unprece- 
dented change oshered in by 
the rapid advance of digital 
systems, based on the ’ernes 
and zeros' of binary com- 
puter language. 

Because they share a com- 
mon foundation, dfgfteq tech- 
nologies are sweeping away 
the differences between data 
processing and telephony, 
laying the foundations for 
the dawn of the information 
age, or global information 
society as some call it 
Digital technology has 
made it possible to convert 
text, sound, graphics and 
moving images into coded 
digital messages which can 
be combined, stored, manip- 
ulated and transmitted 
quickly, efficiently, and in 
large volumes over wired 
and wireless networks with- 
out loss of quality. 

Some suggest the late 
1990s wlO be remembered as 
the time when computing, 
communications and con- 
sumer electronics - the 
Three Os’ - began to merge, 
opening the way for seam- 
less access to multimedia 
information and entertain- 
ment 

This dynamic process is 
epitomised by the explosive 
growth of the Internet, wide- 
spread deployment of inter- 
nal corporate intranets ami 
an explosion of content 
delivery mechanisms produ- 
cing what Andy Grove, 
Intel's chief executive, 
describes as “an inflexion 
point”. 

Indeed, electronic com- 
merce and the multimedia 
revolution are driving the 
computing and telecommu- 
nications worlds into ever- 
closer contact, forcing two 
Industries with different his- 
tories and cultures into com- 
petition and co-operation - 
what Intel's Mr.Groy& calls ... 


'competition'. 

“Convergence of the IT, 
telecoms and broadcasting 
industries - made possible 
by developments in digital 
technologies - means that 
many o rganisations 

are positioning themselves 
to provide multimedia prod- 
ucts and services to the 
home and business," con- 
firms Ovum, the market 
research firm 

This is reflected in the 
growing number of affiances, 

partnprfibipK and mwi {j ws in 

the FT, communications and 
entertainment industries. 

For a*amp1ft [ three mnn+hg 
ago Compaq Computer, the 
PC market leader, Microsoft, 
the world's hugest software 
supplier. and _ Intel 
announced a joint initiative 
to work with the broadcast- 
ing and cable television 


In today's 
office, 
everything 
is going 
digital, says 
Xerox 


industries to “realise the fall 
potential of digital television 
across a range of PCs, hybrid 
PCTVs and digital TV appli- 
ances”. 

Meanwhile, networking 
companies, such as Cisco, 
3Com and IBM, have forged 
links with big telecom equip- 
ment suppliers as the tele- 
com network operators 
themselves struggle to came 
to grips with the ‘new tele- 
phony 1 epitomised by the 
likes of WorldCom, which 
combine traditional voice 
telephony and IP (internet 
protocol) expertise. 

Within the IT sector itself 
Microsoft, the world’s big- 
gest software company, has 
moved aggressively into the 


‘content* business through 
substantial investments in 
MSN. MSNBC and web tele- 
vision. And Sun Microsys- 
tems, best known for its 
powerful workstations. Rise 
microprocessors and web 
servers, has become an 
important force in the soft- 
ware industry through its 
pioneering development of 
Java, the “platform indepen- 
dent' programming lan- 
guage. 

The ability to ipanipniafp 
di gital imag nn hoc breathed 
new Wp into the film and 
entertainment sectors - 
enabling film mak ers such 
as Stephen Spielberg to 
bring dinosaurs to life - 
while digital 3D-imaging 
holds out the prospect of 
remotely delivered medical 
services, virtual journeys to 
inhospitable environments 
and the transformation of 
remote learning and training 
programmes. 

As Masakazn SaHsaka. in 

nharg a of calnc anil market- 
ing for Seiko Epson's IT 
product business, says: “The 
barriers between informa- 
tion products and other 
industries are disappearing 
and new competition and 
new alliances are appear- 
ing.” Epson, already a leader 
in toe ink-jet printer market 
is seeking to exploit its 
expertise in di gital imag in g 
through alliances with oth- 
ers in the consumer electron- 
ics and industrial Tnarfcpfe 

Elsewhere, convergence is 
creating great business 
opportunities and chal- 
lenges. For example, internet 
telephony and e-mail are 
challenging traditional tele- 
coms business models, web 
television and so called 
internet ‘push’ technologies 
are forcing broadcasters and 
information suppliers to 
reassess their strategies 
technologies such as digital 
broadcasting, cable mndpmi; 
and digital versatile disk 
(DVD) promise a revolution 


in delivery channels. 

In the office, as Xerox, the 
digital document pioneer 
points out, everything is 
going digital. Desktop PCs 
and their portable counter- 
parts pack the power of yes- 
terday’s mainframes, net- 
worked multifunctional 
flj g T fo i devices - combining 
the functions of printer, 
scanner, copier and fax - are 
beginning to replace standa- 
lone machines and digital 
copiers and printers are 
delivering speed and flexibil- 
ity to the in-house print 
sbpp. 

Similarly, the arrival of 
low cost digital cameras, 
aimed at the consumer and 
professional markets, are 
be ginning to transform the 
photographic industry - an 
industry which generates 
lOObn photographic images a 
year in 1996 - and enabling 
new forms of communication 
such as the photographic 
e-mail. 

In the home, web televi- 
sion, smar t phones and low- 
price computing devices her 
aid the arrival of the digital 
networked home. “NCs are 
si gnificant because they are 
part of the convergence 
between the TV and com- 
puter industries and also 
because they enable new ser- 
vices," notes Ovum. NCs 
could provide the ‘bridge’ 
between the competing aspi- 
rations of the television and 
computing industries. 

Intel estimates that 90m 
PCs will be sold this year, 
compared with 100m televi- 
sions but, within IB months, 
the US chipmaker expects 
PC sales to overtake the TV 
as the home PC becomes a 
consumer appliance. 

Mr Grove beheves that if 
PC sales - and, therefore, 
sales of the Intel micropro- 
cessors which power most of 
them - are to continue to 
grow, the PC win need to 
“win the battle for the con- 
sumer's eyeballs”. 
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Portables' Commercial desktops 

Consumer desktops Terminals 
Servers . Smart handhelds 


Peripherals 

Telephones Pagers Scanners Vkteoc o n fe nw dn g 

CeB phones Short-wave radios Printers LCD projectors 

Smartphones Mtnitel Docking stations Copiers 

Digital cameras Faxes 


Televisions CD players 

VCRs and laser discs DVD players 
Camcorders Answering machines 


Game consoles 
AurCo equipment 
Word processors 

naoos 


Karaoke machines 
Learning computers 
donate control 
Personal digital assistants Home security 

Calculators Tapo recorder 

Electronic reference DSS dishes 

Set-top boxes 


One recent study 
suggested that the net- 
worked and multimedia -en- 
hanced PC might indeed be 
winning this battle, it found 
that adults in the US. 
between the ages of IS and 
35. who previously spent an 
average of four hours a night 
watching television, are now 
devoting one of those hours 
to the Internet 
The shift has been recog- 
nised by advertisers who, 
according to the Price Water- 
house 1997 Technology Fore- 
cast published earlier this 
year, are starting to switch 
their dollars to the Internet. 
Meanwhile, miniaturisation 
and the shift from analogue 
to digital services has trans- 


formed the mobile voice and 
data markets, particularly in 
areas such as Europe where 
the GSM standard has been 
widely adopted. 

“The coming era of digital 
personal communications is 
an era of converging technol- 
ogies, converging products, 
converging media and con- 
verging industries,” says Mr 
Eckhard Pfeiffer, president 
and chief executive of Com- 
paq Computer, the world's 
leading personal computer 
manufacturer. 

If the pace of change is 
catching some companies off 
guard consider this - it is 
likely to accelerate farther. 
As Herbert Kircher manag- 
ing director of IBM’s Ger- 


man operations, notes: “The 
tremendous progress in base 
technologies, such as micro- 
processors, memory chips, 
bandwidth and magnetic/op- 
tical storage, enables unlim- 
ited network computing. 

“These technologies will 
continue their dramatic 
increase in density, perfor- 
mance and price/perfor- 
mance ratio for the next 
decade at the same pace as 
in the last decade.” 

As digital technologies 
transform the nature of busi- 
ness, government and soci- 
ety. it is likely that the tradi- 
tional definitions of 
computing devices them- 
selves will also need to 
change. 
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How the Compaq Universal Driver Manager can save you time and money . 


Wfr, ' U T • 


Compaq has dealt. another aoe for IT Managers: the remarkable Compaq Universal Driver Manager, 
available for Compaq Deskpro PCs* 

Unlike conventional drivers, the Universal Driver Manager (UDM) is actually intelligent enough to 
detect which of our range of graphics controllers is in each of your Deskpro PCs, and automatically 
install the correct driver under either Microsoft Windows 95 or Microsoft Windows NT. 

So with the Compaq UDM tip your sleeve, you no longer need to duplicate jour software maintenance 
tasks for each graphics controller, leaving you free to concentrate on more important matters. 

Want to get your hands on a copy? No problem. You can download the software from our web site. 

Just visit http://www.compaq.cauk/udm and follow the instructions. It will help you win the battle 
against time, hands down. 

The Compaq Universal Driver Manager is just one of the intelligent Manageability features which 
makes the Deskpro PC one of the most cost efficient business computers to own. 

If you’d like to know more about the Compaq Deskpro and how else it can keep your costs down, 
just call the number, cut the coupon. 






or visit the web site below. Only specific 
models of the Compaq Deskpro range 


contain the Intel Pentium" II Processor. 
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0845 270 4027 

(Local all rate). 
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DIGITAL PHOTOGRAPHY -V- By Geoffrey: Naim 




Fierce competition in fledgling market 


For now, digital cameras are used 
primarily as computer peripherals, 
rather than consumer products 


W hether they are 
snaps for the fam- 
ily album or pro- 
fessional studio shots, digital 
cameras are winning over a 
growing number of photog- 
raphers for whom the mys- 
tique of film-based photogra- 
phy too often translates into 
delay and frustration- 
Digital picture quality is 
improving 1 and prices are 
faUmg , - and with even the 
big film manufacturers 
strongly backlog the new 
technology, it looks like digi- 
tal cameras are here to stay. 

Digital cameras were once 
little more than expensive 
toys, linages were acceptable 
when viewed on the Internet 
or a PC screen, but blow 
them up or transfer them to 
paper and the quality limita- 
tions were all too readily 
apparent 

The technology has 
improved dramatically in 
the past year and profession- 
als who would mice sneer at 
digital cameras are increas- 
ingly oaring thgm to quickly 
turn round commercial jobs 
which would take too long 
using film, or to create 
images for web sites and 


multimedia presentations. 

Paparazzi have discovered 
that by hooking a digital 
camera to a mobile computer 
anH digital phone they can 
get their candid photos to 
the picture desk quicker 
than the competition. 

It is in the stndio camera 
market that the technology 
has made the greatest 
strides. Providing the image 
does not require much 
eniaTT giri g professional cam- 
eras, costing £3,000 ($L860) 
to £8,000, ($12360) can pro- 
duce digital images of 
acceptable quality for use in 
product catalogues and simi- 
lar applications. 

The great advantage here 
is the images ra n be trans- 
ferred straight from the cam- 
era to page make-up pro- 
gram. This saves time and 
cost compared with the tra- 
ditional process, in which 
Polaroids must first be taken 
to check lig hting and compo- 
sition, several rolls of film 
can be wasted trying to get 
the shot right, and finally 
the film must be developed 
and scanned to create a digi- 
tal file. The image quality of 
low-end digital cameras. 


which cost from £300 ($466) 
to £600, ($872) is also improv- 
ing but is still inferior to 
that of most “point and 
shoot” film cameras, but 
there is a growing consumer 
market prepared to put up 
with slightly grainy shots 
for the greater convenience 
of digital technology. 

The big advantage of a dig- 
ital camera is instant 
results. Click the shutter 
and the digital image be 
downloaded to a computer - 
or uploaded to a Web site - 
in a matter of seconds. 

Using image editing soft- 
ware, which is bundled with 
many cameras, the image 
can be manipulated and then 
printed cm one of the new 
generation of low-cost photo 
ink-jet printers. Unlike tradi- 
tional ink-jet printers, these 
printers are optimised for 
digital photography with 
special paper and inks that 
attempt to mimic the resolu- 
tion and colour depth of tra- 
ditional photography. 

Last month, Lexmark 
launched in the US a line of 
photo printers, priced from 
$400 (£247), that uses a six- 
colour ink cartridge to beat 
the colour limitations of 
four-colour ink-jet printers. 

One of the Lexmark mod- 
els incorporates software to 
load images direct from a 


camera, thus overcoming the 
biggest hurdle digital cam- 
eras face in the consumer 
market: the traditional 
dependence on a desktop 
computer to store, view and 
print the images. 

Nick Mongston, UK mar- 
keting manager for digital 
products at Agfa, says com- 
puter users remain the prin- 
cipal target market for digi- 
tal cameras, though he 
believes the technology will 
cross over into the consumer 
market once an infrastruc- 
ture is in place that allows 
users to obtain prints of 
their digital photos as easily 
as they can today for photo- 
graphic film 


T o reduce their depen- 
dence on a computer, 
the latest digital cam- 
eras, such as Agfa's ePhoto 
1280. which costs around 
£550 ($891) use removable 
memory cards to stare the 
images. Mr Mongston pre- 
dicts photo processing labo- 
ratories will next year start 
to install systems to make 
prints direct from these 
memory cards. Another 
option for those without a 
special printer is to send the 
digital images for printing 
using the Internet. Kodak 
has developed such a ser- 
vice, called the Kodak Print 
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Network. For $435 a month, 
consumers can upload their 
images to a Kodak web site, 
from where they- can be 
e-mailed to friends - or 
printed by Kodak; on higher 
quality paper and at a 
higher resolution than a 
standard ink-jet printer 
allows. 

Kodak recognises few con- 
sumers have di gital cameras 
and so KPN is being mainly 
marketed as an option that 
retailers can offer when a 
film Is dropped off for pro- 
cessing. Kodak will scan the 
and mount the digital 
images on the KPN web site 
in addition to developing tin 
film as conventional photo- 
graphic prints. 

As with many recent digi- 
tal cameras, Agfa's ePhoto 
1280 incorporates a small 
LCD screen that allows 
images to be p reviewed and, 
if necessary, deleted, from 
the memory card, thus 
allowing the user to only 
print (and pay for) those 
photos he or she wants - a 
great advantage over film. 

To consumers, Agfa is per- 
haps best-known for photo- 
graphic film. Mr Mongston 
admits the arrival of di gital 
photography caused uneasi- 
ness within the company. 
“There was a feeling of 
uncertainty about how to 


approach the new. digital . 
market and keep in the fikn- 
based market.” he says. 

Nevertheless, the company 
ciirimg it is now fully com- 
mitted to digital technology 
and the biggest problem it 
faces is the intense competi- 
tion, in this fledgling market. 
The US research company, 
Data quest, forecasts .the 
worldwide market for digital 
still cameras will reach 53m 
emits by 2000, but it cautions 
that the market is not likely 
to become the consumer 
h n n am^ — that many manu- 
facturers hope - before the 
end of the century. 

To get there, prices most 
fell and quality improve, 

. Dataquest believes. And far 
■ the next three years the digi- 
tal camera will continue to 
be used mainly as a com- 
pute* peripheral, rather than 
as a stand-alone .consumer 
product 

□ Pictured, right Pana- 
sonic's nets digital sdU cam- 
era, the tmy NVDC 1000B, 
costs around £450 and can 
record 94 pictures in normal 
mode , or 16 pictures in 
higher-quality shots which 
can be downloaded to a PC 
via a supplied docking sta- 
tion. The camera offers auto- 
matic playback, enabling 
users to instantly view each 
shat on a LScn. LOO screen 
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By Michael Frochak 


multitude of 


The use of 


computer 
generated images 
now goes far 
beyond 
Hollywood 


I*??. 


,aew 


I n recent years, computer 
generated imaging and 
digital effects have 
become a kind of poetry in 
an ofiterwise prosaic and 
mundane TP. world. Holly- 
wood, ' blockbusters such as 
Jurassic Park, Men hi Black, 
The Fifth Element and Event 
Horizon are just some of the 
more , recent examples of the 
exponential growth in the 
the use of computer graphics 
and digital imaging. 

Digital magic is becoming 
increasingly commonplace 
and audiences expect a 
greater sense of amazement 
.with, each new release. 
Where producers and design- 
ers used to say that com- 
pute-generated effects were 
something they couldn't 
afford to use, today the view 
is. that they simply cannot 
afford not to use them. 

“As the result of recent 
advancements in computer 
animation and imaging,” 
£ays Jim Monts, president af 
Lucas Kgttal, “writers have 
been inspired to invent more 
■ cbaracters and stories, that 
[^utilise digital technology. 
FQm makers are no longer 
■ satisfied unless tornadoes., 
'dinosaurs and space ships 
Jpok. so rea) that they 
becbanbtcharacters in and of 
themselves* ’ 


. .wnppurer generated imag- 
ing is* how big business, 
thanks. t© a .range cf merg- 

■ as~' acq irtatHfwiq rrvnltr -rpill - 

ion dollar deals and large 


CGI work and even SGI have 
recently announced an NT 
platform port for key appli- 
cation software which shows 
not only their concern about 
backing the r&ht operating^ 
system, hut also their 
increasing confidence in the 
NT platform itself. 

The dear message from all 
of these trends is that 
sophisticated computer gen- 
erated imaging is no longer 
the exclusive province of 
large “black box” effects 
houses such as Industrial 
Light and Magic or Digital 
Domain and that the indus- 
try is maturing so . that 
almost any size organisation 
can create clever 3D wiz- 
ardry • for less and less 
money. 

According to Josh Rose, 
executive vice president of 
YislonArt and visual effects 
producer for Independence 
Day, NT is becoming a seri- 
ous contender and has 
already begun to give SGI a 
few headaches. 

“As far as the industry 
shifting to NT, I think it’s 
definitely going to happen," 
says Mr Rose. “Whether or 
not it moves to the likes of 
the DEC platform where 
prices axe almost the same 
as SGI and there's a lot of 
questions as to why you 
should do it, there are other 
NT products where say you 
can get a Softimage licence 
an a, box for $15,000. Now 
that would be extremely 
exciting. People who are 
already using Softimage on 
SGI are looking at what it 
can do on NT and that, in 
turn, evens up a whole new 
way of thinking. 

“Low-end systems have 
already been doing TV work 
for some time now and it’s 
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the boundaries of digital 
technology. . 

Since. 1993, the industry 
has become a blur of shifting 
personalities, compawt*^ and 
alliances which began with 
Wavefront's acquisition of 
Tho mson Digital linage 
CTDD from IBM. A year late, 
things accelerated with the 
sale of Softimage to Micn^ 
soft; a nothe r good grampfe _ 
of how BfU Gates is buying 
the digital market Silicon 
Graphics followed suit by 
snafuing op Abas and Wav- 
efront,. the two .biggest- soft- 
ware .developers for SGI 
hardware. 

Rapid technological 
advances driving this mar- 


&£ Intel processor speed is 
fast enough and in some 
cases, faster then SGI 
systems at a much lower 
cost" 


; — - — viuvou/^r 

taunts such as the Pentium 
processor and the release of 
Windows NT have made the 
desktop PC a, viable con- 
tender in the power-hungry 


also created a genuine threat 
to existing and more expen- 
sive "black box" market 
leaders such as Quanta! and 
Silicon Graphics.: 

• While :SGI remains the 
Hollywood favourite and is 

OrMll HakAnivmJ __ -L - 


B ut while Hollywood 
may grab the head- 
lines, computer gen- 
erated imaging is now 
widely used for a vast array 
of applications in a whole 
range of businesses. 

TV and advertising compa- 
nies, where computer-gener- 
ated animation is a mainstay 
for station idents’, trailers, 
adverts and title sequences, 
ran now match Hollywood 
effect for effects. Recent 
adverts - for example, the 
Ford Puma promotion - 
have digitally resurrected 
dead actors such as Steve 
McQueen who was then able 
to 'star’ in a Buliitt-like 
remake which included live 


- OMUfc 1U o* U4 

and CG effects created by 
London-based post-house 
Rushes. 

Outside the world of film 
and television, scientists 
have used computer imaging 
.and animation for years hi a 


are now looking more and 
more impressive when it 
comes to relative price/per- 
formanoe levels. 

NT is . rapidly being per- 
ceived as good enough tech- 
nically for nearly all types of 


suaaumon, and now 
“edictae is a high growth 
sh® 8 as surgeons explore sur- 
Sical procedures on comput- 
er-modelled patients. Archi- 
tects have also become big 


Continued on feeing page 
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Apple stars in Batman movie 


Time and money 
are saved by 

;es 



cpmputers 


A pple Computer has 
faced problems in 
expanding its marfa»f 
share for the Macintosh plat- 
form. but it enjoys a large 
market share in key markets 
such as digital video produc- 
tion and its systems are std 
favourites among many pro- 
fessionals working on Holly- 
wood movies. 

Macintosh systems were 
instrumental in creating 
many of the computer-based 
special effects in the recent 
Hollywood movie Batman 
and Robin and in many 
other areas related to the 
f2m, such as set design and 
co-ordinating the work of 
many different movie pro- 
duction specialists. 
Hollywood special effects 

vbkar^sdiliiiS? 


T he world of digital 
sound has come a long 
way since early anal- 
ogue synthesisers of the late 
1960s. Today, most desktop 
PCs are capable of reproduc- 
ing CD-quality sound or 
working in conjunction with 
a burgeoning range of digital 
audio and sampling technol- 
ogy which includes products 
such as digital hard disk 
recorders, digital sampling 
instruments, digital garnpte 
players/synthesisers and 
audio device controllers. 

Old standards such as 
Midi (Musical Instrument 
Digital Interface), a hard- 
ware/software protocol that 
allows computer-based musi- 
cal instruments to exchange 
data concerning music 
parameters, are facing com- 
petition from new technolo- 
gies such as Firewire, an 
interface standard developed 
by Apple offering better 
bandwidth and accessibility 
for digitally transferring, 
music and sound. 

Despite its recent financial 
problems, Apple’s Macintosh 
is still Ore favoured com- 
puter within the music 
industry for all aspects of 
di gital audio production. 

. Leading studios in the' UK . 
such as Abbey Road have 
installed Power Macintosh' 
systems and composers snch 
as Michael Kamen work 
e xclu sively on Macs with 
software such as Performer 
and Digital Performer by 
Mark of the Unicorn. 

hi a musical career that is 
as celebrated as it is multi- 


artists made extensive use of 
the Macintosh's ability to 
quickly generate .digital 
graphics using standard 
graphics and video software 
applications, which are then 
integrated into the movie. 

'With key "Apple technolo- 
gies such as QuickTime, the 
video editing and playbook 
software, plus other Apple 
technologies r «qch. asColor- 
Sync, which ensures that 
colour nwtrhmg is consist- 
ent across diffsmrt agphca- 
tions, and AppleScript, 
which automates many, 
repetitive tasks - Hollywood 
special effects artists created 
some memorable scenes for 
the movie.- .- 

: “We believe, more Mac 
systems ware , used -in Bat- 
man and Sabin, m more uni- 
que ways, than in any pro- 
duction ever before,” says 
Gnenino DeLoca,.. executive 
vice president eff "Worldwide 
Marketing for Apple. “We’re 
delighted that Jiatman and 
Robot haa made mnh exten- 


sive use of Apple products 
and solutions in the film 
industry workflow - both to 
add value to the' film's cre- 
ative potential and to save 
• money and time in produc- 
tion.". ! • 
Liz Radley, computer 
graphics supervisor on the 
production.- says: “We had 
an insatiable appetite far the 
Mac. No one wanted another 
platform unless they were 
already committed to that 
platform. There were dozens 
of new converts to Macin- 
tosh during the production.” 

T he Macintosh platform 
not only provided the 
producers at the fibn 
with a powerful system that 
could render h i gh definition 
digital special effects hot it 
was also very useful in defin- 
ing- and ensuring that, the 
film kept to a specific image 
style. The producers created 
a series of “style guides" 
that acted as templates for 
each shot, and also made 


sure that colours were con- 
sistent ftr each scene. The 
style guides ensured that 
people working on various 
aspects of the movie would 
generate consistent and com- 
parable images. 

"With the Mac, 1 could 
send an image to someone 
across town and be able to 
discuss it within minutes — 
instead of the Hours it used 
to take. This streamlined the 
ccmnandcat ioa process w-nH 
made it much eerier to keep 
things flowing,” says the 
film’s director, Joel Schu- 
macher. 

Production designer Bar- 
bara Ling used Macintosh 
computers to design sets and 
ag ate wane of the environ- 
ments seen -in the movie, 
said that this made it 

possible to plan complex 
shots and save money 
because tins work could be 
done in-house. 

The producers also hired a 
dozen third-party special 
effects companies to comple- 


ment their in-house efforts. 
Many of these special effects 
companies also use Macin- 
tosh computers, and those 
that use different hardware 
platforms, were able to 
impart and export images to 
the Macintosh platform. 

Apple is working hard to 
support the community of 
Macintosh, video production 
professionals and recently 
demonstrated a new version 
of QuickTime. 

“QuickTime 8 can support 
real-time digital effects and 
we are working with other 
software developers to inte- 
grate QuickTime more 
closely with major image 
production tools,” said Apple 
mterim-CEO. Steve Jobs at a 
recent computer conference 
in Saw Francisco. In Batman 
and Robin, Apple computers 
also had s u ppor ti ng roles. 
“ Patman and Robin are seen 
using the portable Apple 
‘eMate SOO 1 and the futuris- 
tic-looking Twentieth Anni- 
versary Macintosh. 


Behind the scenes, Apple Computer played a crucial role in the i 






A new wave of music delivery 

Computer-based digital systems have become the mainstay of home studios and professional producers alike 


faceted, Mr Kamen has dis- 
tinguished himself as orches- 
trater, composer, conductor 
and collaborator, working 
with everyone from Pavar- 
otti to Dylan. ' 

“The ability of- my Bfidi- 
based synthesisers to ‘speak* 
to my computer via musical 
software makes it possible 
for me to play music, see it 
as -musical notation, work cm 
it as if it ;were paper and 
pencil on the screen, posi- 
tion it to fall precisely where 
it needs to be In sync* to a 
film, play it back, and adjust 
it at win. add orchestration, 
record it in real audio or 
Midi (mflintatnfng synchron- 
isation all the while), 
playing it far a director, try- 
ing out his new ideas and 
being able to revert to my 
ori gmal after -demonstrating 
that f. had it right all along;” 
says Mr Kamen. 

Opportunities' , 

Home > recordimipiT'taad 
become one of the 1 fastest- . 
growing industries in the 
music community. As with 
the effect digital video has 
had. on the TV. industry, 
cheaper and more-powerful 
audio systems offer compos- 
ers and musicians i; more 
direct control over- .the cre- 
ative process and have made 


them less dependent on 
~ia rg*» studios, engineers 
producers. 

Four-track MiniDisk 
recorders are almost as 
cheap as four-track cassette 
recorders were a few years 

a gn find ran now dOU Hf* SS a 

mix-down deck, providing 
many aspiring bands with 
the ability to produce profes- 
aonakjuality demos, if not 
complete albums. And com- 
puter-based digital studios 
providing 16-track mixers, 
hard disk recording and 
miTfmitpd an din effects have 
become the mains tay of 
home studios and profes- 
sional producers alike. 

Paul Raymond, lecturer in 
Music Technology at Weston 
College, says: “The future of 
music is going to be hard 
disk recording which uses 
the computer far everything. 
Not just far sequencing; but 
also recording. Real instru- 
ments can now be recorded 
directly into the computer 
amj - Tnaw i pnlitted as if they 
wore standard Midi. 

“Program s such as Cubase 
Audio VST (virtual studio 
technology) allows you to 
add effects usuaBy found hi 
the studio directly." * 

Controlling the entire 
audio production cycle has 
now been extended to con- 
trolling the means of distri- 


bution, rtwmks to the Inter- 
net and a new product called 
Liquid Audio. 

Just as digital audio tech- 
nology has revolutionised 
the way composers and 
musicians work and record, 
online technologies such as 
Liquid Audio could allow 
consumers to mix their own 
CDs and buy music directly 
from the artists themselves 
via the Internet 
. Liquid Audio's Liquid 


MusicPlayer for Windows 
'95/NT or Mac OS provides a 
media- r ic h musical experi- 
ence which allows users to 
view art, lyrics and credits 
as well as production, 
agency and copyr i ght infor- 
mation while liK tenirig to 
high-fidelity music on the 
Internet 

In addition to the media 
browsing features, the free 
Liquid MusicPlayer makes it 
simple to download true CD- 


quality Dolby Digital 
encoded songs, or point to 
ordering information to add 
the disc to your home collec- 
tion. 

LiquifierPro provides a 
professional mastering envi- 
ronment to optimally pre- 
pare audio for Internet deliv- 
ery using Liquid Audio’s 
Internet-enabled version of 
Dolby Digital technology. 

Liquifier features include 
waveform pHlting, high qual- 


ity format conversion, world 
class sample rate conversion 
and fluid ‘single-click* 
upload to website and data- 
base. A comprehensive pre- 
view function allows users 
to easily hear the Internet 
audio at all modem speeds 
before processing them. 

As for copyright concerns. 
Liquid Audio has developed 
a data-en coding technology 
called di gital watermarking 
to protect intellectual prop- 


i of 'Batman and Robin' 


erty rights. The copyright 
information is encoded into 
the music, without compro- 
mising the quality of sound, 
and follows the recording 
whenever it is copied. 

Liquid Audio’s technology 
has already been embraced 
by artists such as George 
Michael and Duran Duran 
who recently used Abbey 
Road studios to download 
their forthcoming single 
‘Electric Barbarella’ from 
their Liquid Audio Internet 
site. 

According to Scott Camp- 
bell of MediaSpec, Liquid 
Audio’s UK distributor, the 

Continued on page 7 



The successful feature flm. Men in Black - from Sony Picture*- used dtftaf special effects that took 
more than a year to complete. Lucas’s Industrial Light and Maf£c made extensive use of AsAd Matador 
software to seemtesafr match ftre action and computar jprapWca In post-production work. Avid’s 
. European headquarters is based at Pfaiewood Studos, Buddnghan»hfr« - - 

High levels of realism 


From facing page: 

users of the technology, for 
creating fly-bys and 3D 
walkthroughs of proposed 
projects. 

Less obviously, lawyers 
are exploiting “forensic" 
computer animations and 
graphics in a variety of 
ways, such as recreating 
accidents or walking juries 
through crime, scenes. la the 
corporate market, applica- 
tions for computer anima; 
tion and imaging now 
includes animated “manu- 
als” for cars, aircraft and 
other machines, as well as 
training aids. 

Companies such as UK- 
based Colt Virtual Reality 
are even using advanced PC- 
based graphic systems 'to 
create cost-effective and 
accessible virtual tr aining 
s cen arios for the fire service. 

As technology improves ; 
and CGI becomes more core 
monplace, the real magic is. 
often not Just the awesome 
effects that viewers enjoy, 
but many other illusions 


that audiences do not see. 

Much of the real 
day-tnday work done by spe- 
cial effects houses involves 
what could loosely - be 
described as “salvage work*. 
This can include services 
such as the removal of 
unwanted objects, tidying up 
errors in shots, matching 
lighting effects or back- 
grounds or creating 2D or 3D 
backgrounds to complement 
five action. ■ 

rCGl has actually begun to 
save money in- production, 
costs with replication tech- 
niques that can -create 
“fiocK3* of alien spaceships 
or' fighter planes or 'make a 
small 'crowd* of real actors 
■ look Eke. thousands. Stunts 
are also becoxmng more elab- 
orate because the ability to 
digitally remove objects. 
fr m n shots means that’ tWn, 
difficult' to see safety wires 
can - how be replaced by 
heavier cables or more 
robust simports. .* 

“The reaHy clever stuff," 
says Mr Rose, “is going to be 
the stuff that you float even 


see. What’s really salutary 
for me is that we worked on 
a film project called Alaska 
from Ctohnnbia/Castle Rock, 
directed by Fraser Heston. 
It’s a film that the majority 
of the audience wouldn’t 
believe even had any com- 
puter graphic (GG) effects. 

“In reality, there are more 
than 90 CG shots and to me, 
that’s the sort of stuff that’s 
reddy exciting. We’re doing 
some very organic things, 
saving or salvaging location- 
based footage, or even mak- 
ing it possible not to have to 
go to a location, by using 
photorealistic CG. It’s nice 
to. lave people look at your 
work, and' have no idea that 
'you worked on ft.” 

He believes we will see a 
greater use of technologies 
that create characters with 
real human-like movements 
and' characteristics, thus 
creating computer-generated 
actons. “You’re also going to 
see compositing and the use 
of digital actors going to new 
levels. And that will be 
really amazing ." 



(ACTUAL SIZE) 

“...best little PC.” 

-Byte, 4/97. P. Wayner 

“The best of the Windows CE devices.” 

-fortune; / 997 Technology Buyers Guide 

“...best of the breed.” 

-PC World, 3/97, Y. Arar 

“Best HPC device.” 

-CNET. 1997 
(ACTUAL QUOTES) 
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a sweeter spot 
for people to play. 
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It’s that moment of insight when remarkable things 
happen. 

For example, take the makers of Ping® golf 
equipment. Karsten Manufacturing was taking years 
to design a new set of Ping irons. That’s twelve irons. 
That’s one at a time. That’s way too long. Then, they 
began developing and testing their designs on high- 
performance Silicon Graphics® systems 
Less than a year later, a new set of 
Ping clubs shipped to stores around 
the world. And golfers everywhere 
found one more thing to love 
about the game. 
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It’s just one example of what people do with Silicon 
Graphics’ systems - collaboration with better results in 
less time. And whether you work alone or in a group, 
Silicon Graphics provides you with the freedom to do 
things you can’t with any other computers. To see new 
and more informative data. To look deeper within 
yourself for better answers. 

People in practically every industry, in nearly every 
comer of the world use Silicon Graphics workstations 
and servers in manufacturing, science, gove rnm ent 
telecom and entertainment. They are the people whose 
insights turn the ordinary into the extraordinary. 

If you need more proof, stop by your local driving 
range. That little pinging you hear is the result of better 
clubs getting to market in half the time. 

To find out more about Silicon Graphics, visit 
our web site or telephone 07000 SILICON (745426) 
quoting reference Ping. 
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DIGITAL PRINTING 


A lively market 


pnnt-on 


There is big 
interest in * 
short-run colour 
printing from 
all-digital 
commercial 
presses 


T he smell or inic ■ and. 
clatter of presses have 
be en with the printing' 
industry since the days of 
Gutenberg, but digital tech- 
oology is rapidly extending 
its grip across the printing 
process and even the tradi- 
tional printing press is no 
longer sacred, as high-speed 
digital presses can provide a 
quicker and cheaper alterna- 
tive. 

Digital technology ha* 
already revolutionised the 
“pre-press” stages of print- 
ing and today most books, 
m aga zi nes and newspapers 
are prepared electronically. 
Only when the publication is 
complete and ready to-be 
printed are the pages con- 
verted from di gital form to . 
photographic film, which is 
then used to create the print- 
ing plates for the presses. 

This pre-press revolution 
has been made possible by 
the advanced power and 
graphics capabilities of desk- 
top computers, and the 
invention of PostScript, a 
“page description language” 
that allows computers to' 
communicate with, all types 
of printers and photo-type- 
setters - the machines that 
produce the film. 

Adobe Computer devel- 
oped PostScript over a 
decade ago and it has 
become a standard within 
the printing industry. Adobe 
claims 75 per cent of all com- 
mercial publications are 
printed using PostScript. 
The latest version of the 
software. Postscript 3, has 
been updated for the Inter- 
net age with an option called 
W eh Ready Printing. 

Businesses can use the^-d 
Internet or internal intryfkgjffi 
to send PostScript files' feci? 
printing in a different nffloei: 
- or different country. The : 
digital revolution is now 
moving beyond prepress to 
the printing press 'itself, 
thanks to new digital presses 
that do not nse ink but 
instead have a laser printing 
“engine" similar to that in . 
an office laser printer. 

There the resemblance 
ends, however, for digital 
presses are designed for . 
high-speed continuous 
throughput and some models 
can handle rolls of paper, or 
“webs’*, just like traditional 
web offset presses. 

Offset printing has been 
the mainstay of the printing . 
industry for most of this cen- 
tury. Offset presses produce 
high. quality output- and for 
print runs of about 2,000 
copies or more are highly 
cost effective. But - the 
presses are expensive and 
have high set-up costs due to . 
the time spent making the 
film and plates and- adjust- 
ing the press. 

Printers usually insist on a 
minimu m print-run of sev- 
eral thousand- copies to 
spread tins set-up cost over a 



Digital systems fw tn ta fonnad pm pre ss gy ratio ns and fltvn 
ptftrtara g rea ter ttofctBy to handle ‘just-hy-tene* jobs 


greater number of prints and 
so reduce the cost of each 
copy. But to meet the mini- 
mum, requirement, custom- 
ers may be forced to order 
more copies than they need 
and store the surplus, hop- 
ing they may be useful later. 

. Printing experts estimate 
15 per emit of all printed 
material is thrown away 
before it is ever used 
because it has become out- 
dated. while. 30 per cent Is 
used even though it is out- 
dated because of thg high 
cost of updating and reprint- 
ing. The drawbacks of effeet 
printing are particularly, 
a pp arent In publications that 
are needed urgentlyijT in. 
small numbers, or whose 
contents frequently change. 


F or these applications, 
digital ' presses are 
ideal ; because they 
have -no setup costs --. 'the 
per-ccrpy cost remains the 


-^HThere iS' a wl iofcgraew 1 
r growing market 1 in pngthn- 
demandT* pays Barry Wrier, 
UK marketing manager for ' 

printing equipment ,. An 
examples is short-run hook 
pubtishhjg. When a^rbo^k • 
gpes cut of .print the nebd^, 
for a mfilftrtlxtn prin t run on 
-a traditional . offeet/press . 
makes it difficult to justify - 
reprinting. *• « 

-Academic joumaJbf* are 
another area that could ben- 
efit from digital printing, 
because the economies* of _ 
scale- of nfflirt printing dis- 
criminate against specialist 
publications with smaH prtnt 
runs. One last-growing ^pli- 
cation for digital printing is 
technical manuals. High- . 
tech products are continu- 
ally evolving and their man- 
uals need frequent updating 
to reflect design changes. 

With digital printing; the 
documentation can be kept . 
up-to-date and manuals 
printed in smaller fetches 
more frequently. Microsoft 
uses digital p rinting ..to pro- ' 
duce training -raun&ls as - 
does Semens for the manu- 








Good news for music fans 


From page 5: 


Electric BarbareHa Internet 
mrg signifies a new wave of 
music delivery. . “Consumers 
who have Internet access 
can listen to the track and . 
purchase the single over the 
Net The reality Duran 
Duran have brought home 
with this promotion is that 
this technology-, is .here 
today.” he says. .- 
Tftt pigfmng his own com- 
pany, Aegean -Records’' inter- ' 
est in Liquid Audio, George 
Michael says: “As a musi- 
cian, I feel that my audience 
will only foDy embrace the 
Internet when it gives:, than' 
the level sod speed of qual- 
ity that they are accustomed 
to. I feel our partnership 
. with Liquid Audio will be 
our first step iti revolutinnir 
sing how we. and ultimately, 
the music industry, defiver 
music to tans." ' 

Danny Johnson, the exe- ; 
ative director of Internet ; 
Underground Music Archive . 
flUMA), says liquid Audio's 
streaming capability, exten- 
sive audiophile sound con- 
trols in the encoder, and an 
interface that & more artist- 
f rigidly than liquid Audio's 
primary competitor. RealAu- 
dio. could radically change 
' music distribution and buy- 



Pou rtarGtforp* Wchrelsay* Liquid Audio Is. helping to 

'■ -PUunbrHekKmeU 
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ing methods, Liquid. Andxr. 
aflbwsTsxore 

such as band background 
and contact numbers - to be 
delivered with the sound 
files, says Hr Johnson. 

Later versions of the soft- 
ware WiS allow users to fis-_. 
ten to a group of songs at a 


lower, bandwidth, and decide 
'Whether to download and 
buy a high-bandwidth, hi-fi 
version. “We're always push- 
ing for ways that enable 
magicians to make a living 
outside of the big music 
industry. Liquid Audio is 
one step closer,” he says. 


—.report by JoiaSiillii^gferd 


design:, studio of 
■ Uadbray^Stfowefppee 

- V:JLr^he'T3E dtihfcs and 
rimfedfoinaxy gronp, - ffist 
-became. fotere&ed ta.prhat- 

-when - the 
paceurbosmess ^creleratad 

- rflaougfejgt tite.groiq) in the 

of pro- 

: yrabititek . ' 

r^ry.^^e?w&ted this jays- 
freer 

/Ch&par .TEtoaii . otimir colour 

r pj r wrtVo t .ritf the market and'l 
^pj^pteaf ad. 4hj»««samin- 


drop -ia -another, jfctnrfc or ' 
ffarfigfr' text 'wi thin mih j 


•• als of domestic u ppHmiw* 
Oo6 recently launched its 
DemandStream 8000, a web- 
fed digital printer aimed 
squarely at these type of 
applications. The system can 
print 500 copies of a 288-page 
book in just four hours with - 
a resolution of 600 dots per 
inch - equivalent to a good 
office laser printer. Far most 
applications, the quality is 
acceptable, Mr - Porter 
argues, though he accepts 
' that a good offset press can 
achieve hi gher quality. ' 
“The problem is that most 
offset presses are not set np 
correctly and so you don’t 
get the best quality,” he 
argues. Oc€ sees digital 
presses - complementing 
.rather than threatening the 
offset printing industry. A 
highspeed digital press costs 
less than £500,000 - around a 
tenth the cost of a new offset 
press - and it gives commer- 
cial printers greater flexibil- 
ity to handle short runs and 
«ighst in tfoB^y riutin gJobsL • 

- StThe oflset_indostry often 
has' to turn work down 
became it's not cost-effective 
for them,", says Mr Porter. 
Th e next .area to be trahs- 
TOnnedtjy digital tecbnbkgy 
will be colour printing and 
analysts say “an demand” 
j col oar printin g is the festest 
growing segment of the 
industry. • 

11, The latest computer-to- 
plate systems, from vendors 
such as Heidelberg and Agfa, 
help colour printers to turn 
round work quicker and 
reduce set-up costs.. 

-The systems take a Post- 
Script file , and generate the 
printing plate without hav- 
ing to first go through photo- 
graphic film. But the biggest 
. advance in sharhnm colour 
printing is coming from all- 
digital colour presses which 
use colour xerographic tech- 
nology to eli minate the need 
for printing plates and cdl- 
onred inks all together. 

The first such presses are 

entering the market and 
-their makers claim they 
allow commercial printers to 
tarn round four-colour print 
jobs within hours rather 
than days or weeks. 


fcgjQra 3 v^BaieM tie- ' was 

haStaBed.-ii .January . 1996 

’jBwTIwkl' ftg t twiWft 

^h^.doubje- tts^oirtpni; its. 

approaching 
'■jfif&h-a. year and it will jnt>- 
duce BOO.OOO to a mfltionr- 
. laser ■ copies" this year, aa 
: porngwred with -OXjdoo last 
year. sTfce "benefits of the; 

hadude cost-savings; 
r g reate r j tedMBy and con- 
trol: . “Short priht-mna : at . 

cofour are cost-effec- 
. tiro* aays Mr Haper. . 

To' remsdn eccaiomic, coa: 
^■ Ortntfnn rt} j prbot - nmR nefed tO 

h&at least 500 or sOo Copies 
so tfeat costs of Setting op 
' the machine can be spread. 
SNqiw ?fte studio says: “You 
can. have one or t: thousand 
: copies. And extra copies are 
easy foprodhee. \ 

' , if a djepartinent coined 

. arirl ««lr* frir another lQ 

copies, that's, no problem. 

- “We keep digital files bfhfi 
' jhe. jdfe we*ve done In ' oar 
archive,'’ he says. • 

. OugtetQg.work at tite last 
niinatle- is i possible,- tool 
^Instead; of abandoning 
expensive artwork,, you <^n 


Producing the finished 
jHfoduct is 4Uick. tobc a 
. lawsiettej jrinfttin- of '-300, 
to 500 copies ■ would take 
minutes to send to the 
mafoihe and; a coapfai of 
IScami tojarint “Vs not-fflte 
setting up- a'_ : printing 
mactioa wjth pktesT' says 
Mr Harper . V 

' TW martiine is . not cqn%. 
pefitiro hm inrg w print Bute 
. say. 8^00 to gWOfrodptoa. 

. However, he tells custom- 1 
eta: '“You 'have to ththfr 
abo^-ycrar husdneas diffa' 

: entiy . . a few years -ago 
whan the cusbmer winded; 

. 500 cojfes. the. printer would 
say: Tt won’t cost yon much 
more for a wm d7 ~^ T1 *' 
threefweeks’ later. the ctK- 

IwnWTirf g litrtni h y y^ Half * 
box left. '. * •. •• 

- ^7ioday,.tber^SBOi>eedto 
have wasted mato-iaL You 
caa aarder 300 j^romotional 
leafiete - sea how they-dd, 
then; oedsr more if ti^yfre 
suocessftti. Budgeting te 
eaSeBrV top, - because V you. 
order small you 

can pay as you go.” 

Ninety per cent of the' stu- 
dio's weak is now done an 
the DoaiColour: This was 
xfcjtpaasfotea year agu "We 
had Canon 709 TraM-Hrw* 
that weren’t quite bolonr- 
correct,’’ he recalls. ’Vow 
we can colour-correct the 
DooiCtdouras it prints put: .- 
With the Canon, if we . bad 
problems, we had to call in 
-technicians;; and whfle th^r . 
were here, wu couldn’t use : 
the maehind" ■ 

Cadbury uses a Splash 
RiP .(a Tester image proces- 
sor 7 ) in oratiunetton with the; 
DoeqColotte to give- smooth 
.colour '.gradations and 
clearer . reversed-out copy 
agafogt^a. bkAg rb mi d. T3ie . 
Splash fidp is a; computer- 


Productivity doubled 



vmtfa to pifaBno-orfvfam a nd ghm batter 
-control of prodootian bndgeta for pruosuBoiml materials 


server whidi sits on the 
same netwok as the Xenix. 

As well as jsndndm; sales 
leaflets, shelfotrips and 

ftHwfp mwn Himiil ttwna - 

DocoColour is used to print 
Cadbury's ’Great Ideas’ 
newsfetto* which is disCrfb- 
uted IntBreafly to the US, 
Australia and elsewhere. 

Cadbury- Schweppes’ 
brands in Europe, India, 
Africa and Soufh America 
can all nse the Boumevflle. 
UK-based studio. If they 
wish. Hbwevm', Mr Harper 
says demand for its services, 
has increased “because tim 
studio Is very well-equipped 


and prire-competitive'’. It 
has 30 & 40 steffi including 

aa audio-visual department 

with edltihg suites. 

Cadhnfy leases the Dora- 
Colour 4b and Splash Rips 
from Xerox. It does not 
believe in buying outright 
because -its requirements - 
and the' technology avail- 
able - is changing so test It 
also has. three nine-pages-a- 
minnte Xerox Regal colour 
copier l printers on its net- 
work. 

The list price for the 
JDocnColotir. - Is £95,000. 
Leases usually ran for five 
years, with the recom- 
mended. price for a configu- 


ration such as Cadbury's 
(apart from the Regala) cost- 
ing £5,000 a month, indud- 
' Ing a SplashRJP and 30,000 
Copies a month. Additional 
copies are charged at five 
pence each. Discounts are 
available on multiple pur- 
chases. 

Cadbury is planning to 
order a second DocuC^our 
system, although there are 
some colour effects that the 
machine Just cannot create 
- such as the colour 'gold' - 
whiCh Cadbury uses a tot 
for some Cadbury -Schwep- 
pes brands. 

The company would also 
like the machine to operate 
a little fester, so the studio 
could increase its through- 
put - conventional printing 
machines print at about 
9,000 pages an hour. And the 
studio would like to be able 
to print on a wider variety 
of paper weights, including 
card. 

Nevertheless, the marhinn 
can also be used for mm* 
purposes the studio bad not 
originally envisaged. “We 
have two digital cameras 
and are now printing pic- 
tures from them directly cm 
to the Docu Colour, ” he says. 

This is about a third 
cheaper than conventional 
colour (film) processing and 
is far more environmentally 
friendly because the studio 
does not need to use the 
chemicals involved in *wct- 
and-soggy' photo-processing. 

“We're going to seO our 
colour (film) processing 
machine," says Mr Harper. 
“Most people are going the 
digital way.” 


spised by hackers 


The new AS/400*? SCrieS. Rock-solid security for e-business. 

Ask. hackers about the new AS/400eand they'll probably change the subject. 

After all, with its object-based architecture , encryption software and industry- 
leading ftrewaUy it’s one of the most secure e-business servers out there. For ss 

further information call Emily Ainsworth on 0800 400 000. Alternatively , visit our -§--=3 .rr=. 

home page at wtrw.as400.ibm.com/uk or write to us at as400response@uk.ibm.com Solutions fora small planet 
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DIGITAL TV DEVELOPMENTS • By Michael Wiltshire 
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UK ‘poised for a global lead’ 


After a troubled start 
in the US, the race is 
on to re-invent TV 
for the millennium 

T he average person’s per- 
ception of all things digital 
is of nifty new gadgets and 
clever toys, says John Kavanagh, 
media industry director at the IT 
consultancy. Cap Gemini. “But in 
the media industry, digital tech- 
nology is bringing a revolution - 
and like all revolutions, there 
mil be winners and losers.*' 

Mr Kavanagh is already deeply 
involved in next year’s launch of 
digital and interactive television, 
in the UK, expected to give view- 
ers new services and dozens more 
channels by autumn 1998. 

His company, Cap Ge mini is 
providing strategic consultancy, 
specialist IT skills and outsourc- 
ing services to organisations pio- 
neering the changes - UK compa- 
nies such as British Interactive 
Broadcasting (BIB). Carlton TV 
and BSkyB. and to broadcasters 
across Europe, such as Canal 
Plus. 


Achieving the target launch 
dates is. he says, a big challenge 
in terms of integrating many new 
technologies and in building 
what amounts to a whole new 
business from scratch. 

“With less than a year to go, 
it’s time to take the anoraks off 
and get down to business. The 
schedule is tough, but if we suc- 
ceed, the UK will have jumped 
ahead of the US in commercial 
exploitation of digital technology 
in television," reckons Mr Kavan- 
agh - who. incidentally, is not to 
be confused with, another John 
Kavanagh. who writes regularly 
for the FT-IT Review. 

At Cap Gemini. Mr Kavanagh 
points out that “the Americans 
have gone off interactive after 
several costly gafls. We in Britain 
now have the chance to get it 
right and show the world that 

the country that invented televi- 
sion in the first place can re-in- 
vent it for the millennium." 

Sam Chisholm, chairman of 
BIB, agrees with Mr Kavanagh’s 
upbeat views. While his ambi- 
tious launch schedule is a chal- 
lenge. he emphasises that "the 


range of interactive services on 
offer will make BIB very attrac- 
tive to subscribers." And BIB 
points out that "the new venture 
will open up the information age 
to the television viewer - not just 
for the PC-user." 

Exciting as new types of TV 
channel might be, it is in the 
field of content management - 
the exploitation and re-use of cre- 
ative content across different 
media, and the efficient creation 
and management of new content 
- that the digital transformation 
is set to deliver the most lucra- 
tive commercial opportunities, 
according to Mr Ka vanagh 

Big potential 

He believes that many broad- 
castas, publishers and producers 
could multiply their revenues 
from new and existing material if 
they folly embraced digital tech- 
nology. Significantly, the Cap 
Gemini Group has just won a big 
contract from the European Com- 
mission to develop “recommenda- 
tions for medium and long-term 
strategies and EU policy actions 


in support of the multimedia con- 
tent industry during the period 

1998-2003." 

The study will include film, 
video, broadcast and print media 
and seems certain to influence 
EC policy-making profoundly. 
There is a new determination, not 
to get left behind by the growth 
of US power brands. 

“There is no doubt that Europe 
is now ahead of the US in the 
race to deliver digital broadcast- 
ing to the public,” says Mr 
Kavanagh. "But the real chal- 
lenge is to exploit that lead to 
develop products and services 
that meet consumer needs.” 

Mr Kavanagh is also keen to 
point but that developments such 
as interactive TV will bring 
media companies into ever closer 
contact with consumer tastes and 
preferences, and that intensified 
competition will force the indus- 
try to focus on building con- 
sumer; loyalty. 

"Surprising though it may 
seem: to a lot of media compa- 
nies, . the consumer is an 
unknown - an alien." says Mir 
Kavanagh. who likes to use fang- 



Science-fiction film posters of the 1950s - but today, n^Bjy media companies st3 ragant the consumer as *an 
unknown... anaSwi,’ says John Kavanagh, med».in<taitt>y*ft«ctorcif Cap Gemini 


ery from 1950s science-fiction 
films at meetings and confer- 
ences to dramatise the point 
In order to capture market- 
share in a world of cable, satel- 
lite, digital terrestrial and inter- 


active services. media companies 
must, be says, break with the 
broadcasting tradition of "we 
know what’s good for you" and 
start, learning what these alien 
consumers will really need and 


WEB-CASTING • By Geoffrey Wheelwright 


I f high technology ven- 
ture capitalists - and 
Microsoft, the world’s 
leading software supplier - 
had been around in the days 
when television and radio 
were being invented, the 
world of broadcasting would 
have turned out vastly dif- 
ferent from today. A quick 
look at the market for new 
video and audio stre amin g 
products gives an idea of 
how it might have developed 
- since these two types of 
solutions are virtually turn- 
ing into the TV and radio of 
the wired world. 

Whichever products domi- 
nate in this sector could end 
up determining the evolu- 
tion of both media - and 
they are doing so in a vastly 
different environment than 
those faced by traditional 
radio and TV broadcasting 
systems. There is no alloca- 
tion of “channels" in cyber- 
space. no need to bid for cov- 
eted space on the radio dial 
and no need to conform to 
onerous government guide- 
lines that can dictate every- 
thing from what programs 
may contain or where they 


Dawn of personal broadcasting services 

With new video and audio ‘streaming’ technologies, anyone can air their work on the World Wide Web 


must be made. 

Anyone with access to 
good audio or video stream- 
ing technology, a web site 
and a fast, high-bandwldth 
connection to the Internet 
can start broadcasting their 
own version of Internet 
radio or television. And they 
can do so without setting up 
transmission towers or 
waiting for government 
licenses or trying to please 
government regulators. 

The only real forces with 
which they must grapple are 
those of market economics. 
While "web-casting" is far 
cheaper than traditional 
radio or television, it is not 
free - and many pioneers in 
this sector are finding their 
own ways of trying to win 
audience-share and advertis- 
ing dollars (particularly 
since the former tends to 
lead to the latter). 

Audience-share is proba- 
bly the most challenging 
issue at the moment, how- 


ever. With hundreds, if not 
thousands, of video and 
audio "shows” available in 
cyberspace, the challenge is 
not to produce or broadcast 
your work - it is to get 
people to ’tune in'. 

There is also the addi- 
tional issue of being sure 
that potential listeners (or 
viewers) have the technol- 
ogy to hear/see what is being 
broadcast. Unlike radio or 
TV. if a “web-caster” chooses 
a less-popular Internet audio 
or video streaming technol- 
ogy to make their shows 
available on the Internet, 
then the number of Internet 
users who would potentially 
be able to hear or see their 
work, declines d ramatically . 

It is therefore not surpris- 
ing that most who want to 
‘air* their work on the Web 
appear to be settling for a 
handful of technologies to do 
it. Typically, anyone who 
wants to allow audio to be 
heard might provide two ver- 


sions. The first will be one 
that can be ’downloaded’ 
(this is a large file that must 
be completely transferred to 
the local hard disk before it 
can be used) and.; second, 
one that can be “streamed”, 
so that the file can begin 
playing audio immediately 
and will play- the audio as it 
is received, but will not store 
a copy on the lotial hard 

disk 

F or longer audio chunks 
- such as the five web- 
casting of a .concert, 
speech or news event - 
streaming is the only option. 
The question of whose for- 
mat is used then becomes 
even more significant - as it 
invests vast power in the 
owner of the format At the 
moment, that grip is tight- 
ened by the fact that the 
technology is still evolving - 
so that both users and web- 
casters have to continually 
upgrade their software in 


order to get the best possible 
quality of audio or video. 

By the middle of last 
month, for example, it 
appeared that Seattle-based 
RealNetworks has almost a 
complete lock on this mar- 
ket. The company - which 
was, ■ until recently, known 
as Progressive Networks - 
has a huge numb er of TV 
networks, movie studios and 
radio stations signed up as 
keen users of its technology. 

The company produces 
software upgrades every few 
months to improve it. How- 
ever. the evolutionary 
nature- of the technology 
means there is still room for 
innovators. Solutions are 
appearing that allow 
streamed audio and video to 
be played without requiring 
users to either have or down- 
load special 'player’ soft- 
ware. 

Chicogo-based Vosaic, for 
example, offers both video 
and audio . streaming over 


standard web browsers that 
use the Sun Microsystems' 
Java programming environ- 
ment - but which do not 
require the download of any 
special software to view or 
hear Vcwaic Webcasts. In 
July, the company scored a 
coup by working with Digi- 
tal Equipment to provide 
audio and video over the 
Internet to more than lm 
people during the Mars Path- 
finder mission. 

. It was this event that 
Vosaic used as its first large- 
scale introduction of video 
without ‘plug-in’ software - 
a technology the company 
calls Vosaic TV Station. "In 
a seven-day period, we - 
along with our partner Digi- 
tal - delivered video to more 
than a mflfiop people over 
toe Internet all in Java. It 
could not physically have 
been done any other way ," 
says Erik Simon. Vosaic 
marketing manager and one 
of toe principal organisers of 


the Mars webcast from the 
Jet Propulsion Laboratory in 
Pasadena, CA. 

The pace of development 
in streaming technology has 
not escaped the interest of 
Microsoft The company has 
invested in audio and video 
streaming pioneers - includ- 
ing California-based 
VXtreme which it acquired 
in August; it has invested 
also in VDOnet and RealNe- 
tworks. 

I n August these invest- 
ments drew the attention 
of the US Department of 
Justice, which made a 
“request for information" 
regarding Microsoft's inten- 
tions in the media streaming 
sector. • 

Competition in the stream- 
ing business is intense, with 
many companies offering a 
range of products, said Wil- 
liam Neukom. Microsoft's 
senior vice president for law 
and corporate affairs at toe 


expect from the new sendees. 

Perhaps Mr Kavanagh ‘s sci-fi 
posters also remind us how little 
is really known about the new - 
and in many way's alien - digital 
world. 


time the DoJ request for 
information was made pub- 
lic. "Microsoft is seeking in 
promote compatibility and 
interoperability among 
streaming media products 
from all vendors, which will 
benefit customers and fur- 
ther intensify competition. 
We are confident that the 
Justice Department will con- 
clude that competition is 
robust once it reviews the 

facts.” 

Meanwhile. Microsoft has 
since sought the support of 
other streaming media devel- 
opers for a standard that it 
jointly proposed in Septem- 
ber. Microsoft joined forces 
with Progressive Networks. 
Intel, Adobe Systems and 
Vivo Software to invite 
industry comment on the 
Advanced Streaming Format 
(ASF) draft specification. 

ASF is expected to spur 
the growth of streaming 
multimedia by increasing 
choice of production tools 
and boosting the number of 
Internet broadcasts. 


Profile of Rob Glaser of 
RealNetwoiks:see page 13 
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An information kiosk 
that benefits any generation. 

It’s your iife from NEC’s point of view. 


Visit us an http-VAwww.nec-global.com 

NpC Corporation. Overseas Advertising Division. Fax 81 -3-3798-6333 
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EMU - Start with some 6 
FREE consultancy! 


To help you prepare your IT systems for the introduction of the single European currency, 
Information Management Resources, the NASDAQ quoted global computer services 
company, is offering a half day FREE EMU CONSULTANCY. 

Drawing on our experience of undertaking full Fife cycle projects in large complex IT 
environments, we wiii use the initial meeting to help you determine the best approach to 
implementing an effective Euro compliance strategy. 

Longer term, we can use our change methodology, Eero-PAC 5 * (Euro-Planning Analysis 
Change) and supporting integrated toolset, Transfomi EU RO™, to undertake the full range 
of activities needed to change or redevelop your IT systems in readiness for EMU. 

To arrange your frw consultancy session, ptaasa contact Kevin Roe on t*L 01494 79Z79Z 
Information Maacflomeot Resumes pic 
Link House, St Mary's Way. Chesham, Bucks. HPS 1HR 
Fax: 01484 791059 e-mail: roek@imLCa.uk URL httpJ/wwwJmr.com 
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Grcuit 


Your favourite network 
now drives Intranets 


Over £500 businesses are reaping the benefits of using the R/3 System from SAP 

-R/3 is ah r extremely flexible software system,, which means that we can custom-build a fully 
integrated system for you. 


A genuinely open client/server structure, with built-in handling of issues such as Year 2000 
.. and. European -Monetary Union, means that you protect your IT investment now, and into 
the future: _ 


Gar your busineu moving todoy. ToLa ihe natural rwKi slap with your reliable 
business network - ic on intranet. IntranolWore. the larasl version of |ha 
network used by over BO®* of organisations worldwide, brings the 
power of the Internet into your private network easily and securely. 

No major investment, no untried technology, no security or 
management problems - no risk. 

So, why buy when you con simply upgrade to on 
intranet or the Internet! 

Not the most difficult business decision, is it? 


Vavme * inBzrw-j :bj.t. : cl CTVC 


; . And with a support structure to provide first-class expertise to aU sizes of organisation, the 
. . . pxtjemiye-.experieijce of SAP people^coupled with the strong industry focus of our Solution 
.. Providers, ensures fast and efficient implementation. 


To receive your ioformation jpack about SAP and R/3 please call the SAP Information Service 
on OlSl 318 2940- ‘ 
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■ SANDERSON ; 

■. .. -•* ;.' .. .:.. .-. . . r.-..vV^r^^.V«.^y;iri;^ < '>.a.V'.'.---^..'.v.., 

TBt 0114 282 7777 


Far 0114 2821340 

E-Mail: SeanHOSandeison-cbtco.uk 


For Premier Computer Solutions 


Sanderson is the UK’S premier open systems suppfier of computer solutions aft* related tedmoiagy and 
networking services with 15 offices in the United Kingdom and operations in Au&aBa, USA, New Zealand 
and East Asia. Sanderson fas developed and owns an extensiva portfolio of sftftfeare packages fora wide 
range of industries and applications including: ■ \ 

Manufacturing Local Government Logstita and Distribution 

Processing Industry Schools & Cofleges Hotels 

Direct Marketing & Man Order Root Management SoficSdus 

finance and Dstribiitton Airports Pmdadxm Moratoring 

Printing Industry financial Management insurance 

Media Industry Healthcare Poflce & Security 

Credit Management & CoHecttons Muftimedia & C8T Training Doeomfcnt image Processing 


LogBt& and Distribution 
Hotels. 

SoficSdars 

Production Monitoring 
insurance 
PoRce S Security 
Document Image Processing 


Q _ 

■fl Orion HousaTorfon Way. Kettering, 

MM Korthads, NN156PE 

Teh 01536495000 Far 01536 4S5091 
Website: httpVAww.pegasulCQJ* 

Pegasas is one of the leading suppfiwb of 
accounting and business software fa tfia UK. 
Pagans Open integrates the ftanfce Junction wfih 
management Information. Add htegrried Contact 
Management vfa Pegasus GaandM^ 
Manufacturing from Plaint OpeNdlap*; 

Electronic Commerce with Peganr^ftBlM; Retail 
Solution from PagamPayPoM for a total 
tmsmu salaam, for smaB and proving business 
j we have our Windows based Capftri taiaSy el 


Geographical Coverage: International 


g . 3 Com" ■’ • • . 'X^i 

IS 3Com UK Lid, Pacific House. Third Avenue 
Globe Park, Marlow SL7 1YL 
Tefc 01628 897 000 
■■ Fax: 01620 897 003 

3Com Corporation has helped over 25 ndlGon 
people gain access to critical information through 
high speed networks. At the heart of the company's 
vision Is global computer networking. Unking large 
businesses, small offices and homes through its 
industry-leading Asynchronous Transfer Mode 
(ATM) and switching products. SComis customers 
include Scottish Power, which has pjst installed the 
largest ATM network in the UK. Microsoft and 
educational institutions including Oxford and 
Dublin Universities. 

Geographical Core rage: T ra feWc?. 

Worldwide -MR, 

Applications: 

All sectors - . . . 


jfTT 


KaitfMre/CsrojuSbSRr 

DOS. Windows or 
Networking sotatfexa 


)* EC/4SUS 


MEMO 


To: All our customers and partners, present and future 
FtonuPaul Bam 

President Baan Investment. 

Shareholder Baan Business Systems (BBS) 


Bd&isr 


B nsincsS Systems 


^^^NGLESEY 


' ^ INTERNATIONAL. 

London -Toronto 

internet 

Design - Development - Maintenance 
Upgradkig 

Electronic Commerce 

E-MaD - Internet - Intranet - Networks 
Telecommunications 

Information Technology Project 
Management 

Year 2000 and EMU Solutions 
IT Security 

TWephone: 0171 643 7721 
Fac 0171 4934935 
Angteeey HlwmaWong UmHed 
Siite 229 - 2 Lmdsdowne Row. London W1X 8HL 
www.anglesey-ftrtemotlancX.com 



Wall Data® is a marker leader in the 
development, marketing and support of 
connectivity and application software. 

The product range, including RUMBA® and 
ARPEGGIO® software and ONESTEP® 
service, provides business users with the ability 
to access Hai« or applications and publish 
information from anywhere in the corporate 
enterprise or Internet. 


May I present in+ou the BBS mission - to bring all the benefits of Enterprise Resource Pfenning 
to medium slz£d and small companies: ami to do It efficiently'. Many iatge companies aJrr&dy 
enlov those benefits, and some may be you r customers. Ybu have the same need as they have for 
effective, modem, integrated business systems. Our purpose Is to ensure that you are am to 
obtain such 'systems, on terms which match your needs and your resources. 

The Baan organisation Is well known as an Innovator hi Information technology and a leader hi 
business applications software for global enterprises. Perhaps less well known, until no** Is the 
specialised rale of Baan Business Systems in serving medium sized and small enterprises. We are 
rather proud of the feet that we have dearly recognised the need lor a quite different type of 
service for the;sfltall to medium enterprise sector, and that we lead our industry in having creating 
mechanisms for delivering individually tailored integrated business solutions rapidly and 
economically.'. .* 

At Baan we hav+understood (he *SME requirement' for a long rime. As we became successful with 
major clients like Hitachi. Mercedes Benz and the Boeing Company at Baan Company, we quickly 
recognised the differences In needs and approach between big corporations and smaller: 
companies. Therefore, in 1996 we formed Baan Business Systems to focus especially orrtfte needs 
or the SME while supplying the same advanced technology that Is fuelling our rapid growth with 
targe companies.' _ 

As a general rule'targe enterprises have a complex range of business systems requirements. They 
also malntam'SuEstantial IT capability in order to implement and support their IT solution^ 
Smaller comp&iles may be less complex but they often need a similar range of funaioniWy ln 
their business catuxions. With lower budgets and fewer resources they face the dilemma of how to 
gam access toiifte power of modem ERP systems yet have a solution tailored precisely in theh 
particular budfeess. They want to purchase only the functionality they require and, resouites being 
limited, they hied to avoid the time and cost of tradtfonal systems integration projects, ideally 
they want the best of two worlds: a 'ready to run' solution which Is nevertheless customised to 
their own bu^fiess. And they need to be assured of responsive, qualified and ratable sqftrMe and 
support botft foesffy and globally now and in the future. 

- if ' 

We at BBS. ha*e.taken up the challenge of this dBemma and solved It by creating spedBcTridustry 
Branch Mode& which a Bow us to pre-design the appropriate software applications configuration 
for each client; atid. secondly by organising Baan Business Systems as a distributed mtwffljtional 
network of BBS companies all operating to the same professional and technical snndanK: 

AU of us are confident that our focus, our organisation, our technology and our partnerships • with 
complementary applications providers, the consulting community, the principal hardware vendors 
and. importantly for SMEs, with Microsoft - will deliver what we know to be your priorities- 

lower business systems costs „'lj 

rapid systems implementation 
customisation with minimal effort 

professional and accessible service end support . 

rapid return on'your investment. * ‘ 

Baan Business Systems is growing rapidly; so we think we've got things right. These are exciting 
and East moving times. We invite you to join the race. 



RUMBAMOii:STEP 


For information: Tel: 0181-476 5000 
or www.wandataxom. 


f or more nf'tmatjon contact Baan Business Systems 
Telephone 1924 420 900 Fax 0192c. 42c 999 



IBM Visual Age for Java 

* for Win ‘95, NT and OS/2 

VIsualAge for- Java is the first enterprise-aware, incremental Java 
application development environment designed to connect Java clients to 
existing server data, transactions and applications. The first Java 
development environment to offer automatic version control and change 
management sad to allow teams of Java developers to collaborate iiiroiigb a 
shared code repository. S 

For more information, for training and for 
implementation assistance contact 

Woomsbury Software: 0X71 436 9481 




8, The Causeway, Teddington, 

Middlesex TWT1 DHL r ; . 

Tel: +44 (0)181 943 0961 Fax: +44(0)1816148081 email: InfodcmrDnAifixom 
htfoi/www.cmfi] roup. com -fZ 

SELF EMPLOYODTlIARKET-STUDIES OF PRODUCT USAGE AND INTENTIONS 

Ffesl Stedr- HnancM Sefticss - Bantrino, Savings and Investments. Insurance, Other services’ Atafebte now. 
Seared Study: IX Cofranattatlons, Office Equipment and Services - PC & Related products, l- 
ltfecommun l caiofs, 0WC8 Equipment Other Services. In Progress. - ^ 

Both studies provk^fttf background data fntfudfno newspaper readeisfiip. 

internet; Marketing & research a - December isth i«®f 1997 

The program for this event, the fourth In our successful series started In July 1996, Is now avattbte, with expert 
speakers from w u Uiibh M Europe, USA and the UC Locator London. /Ti 


CMR Is a specialist co frfa oiy supplying informaion and T echnological servlcm; 
software avateWe In^iiiS a sophisticated tooddt tor bitemet Dtoa CoBectkm. 
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• Java programming 

• Jkvyfieais™ Compooeni Dcvdopmeot . i • t ; 

• VAd>PubCslBflg with leva ‘ 

• Prognxanmig for B^taacra oabig Java ' | ; 

9 Son Java Cotificailaa p ■' jT! 

• h tengfin w a g Busioess' 

Swuc ff ie4 


of; d« r lBtfian suiKootWait w® ** 

ofBUUsn vmspa* « ■*<&« 
BAcHAUan-iSO 9001 .software services provirw. m 
cfaBvbr tigh frailty, cos* alfectiv# soWtons to British 
.teduStij., 


CSent Sew*. Mahiframa and PCs. 

■• ^pa ii aemb m ew 

ahpB,US»dffacficBm. 

Cm 

Up ta 50% less than UK rates.. . 


M Byjoining|3r(iw wKh . 

Tandem, Cdbipfa<| has 
created ortejbf the Industry’s 
most powerful global 
computer sdlutiens 
companies, r Eckhard 
Pfeiffer, President and CEO, 
Compaq Computer 
Corporation. 


Compaq and Tandfem wfUjjbe demonstrating 
jointly their iatesfl^rodiicis’ at the Gardner 
Group Symposiurfi & It^po 97 in Cannes, 
November 3-6. Alqhg with ^Tandem’s S-Series 
NonStop Himalaj^ server, Compaq will 
demonstrate its, 'f£luStefr ; technology .with 
Oracle Fail Safe joA -Net '.PG ^ technology. Also 
on the Compaq ?»ooth:; WR be Compaq’s 
Professional Wcri^statibhs, Funning High 
Performance CAD ^nd Finance Applications. 

Compaq is the fifttv)(arge^t computer company 
in the world, and tl& largest global supplier of 
personal computers'. Worldwide sales in 4996,, 
including Tandem, amounted to $20 billion. 
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Distributed FT Support Services 
Gartner ITXPO supplement 
Unisys Global Customer Services 


• • :?■ ' . ■ 
' i- 

•• ■ 

ices ->f .•/ 


Maximising return ori yottr TT iavestment 

: :;'fc . : 

Whilst advances in technology Se&m to <*angd ; ori’a daSy basis, the need for 
value for money from your mve^tnient is tB»dianged_' Every oigwisation seeks a 
business advantage from IT j/h&st ,mBlang; it ; eaSiea'v to do^business with 
customers. * : i » . > ' . 

Having the latest technology may be dtisirffB^ 'hut tisnig ftj to maximum 
advantage is key. Tojparaphrase iL wt^lnte, ' “if ftiri ’t what you go£,.it's the way 
that you use it” Organisations areiiDCjeasiagly: looknag for a tangible retum for 
their ccxisiderable investment in teanolo^jf. 


they use technology, in order to' gift the’be&^idfci their tedmoibgy investment 
This may mean supporting end oSers ar ^te dCskcop, maaagiiig a customer’s 
network and asset base, rmgratmgjtb a n&wj^tibrm - such as Windows NT or 
intranet - or singly keeping evmfthing wfrridilg as it should. Our goals are 
always the same; to keep year cdtadnicss satisfied. and to ensure that you are felly 
in control of the costs of nimungyciir TT. i i. r " 

Unisys Global Customer Services:enjoys strong 1 partnerships with technology 
leaders such as Microsoft Cisco ^sterns. Bay Networks and Novell and has the 
global reach to provide a seamles^ service ^o: yoor operations anywhere in die 
wodd. For more information an bdw we can l«ip ycto get more value for money 
out of your IT investment, pleds£ : contactTLIniiys Global Cosiomer Services 
marketing on +44 (O) 1895? 237 137 or ;j check our website at 
www.unisys.gcseurope.com .. < j.* 
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Accounting Software 
Compaq and Tandem 
Computer Networking 
Connectivity and Application Software 


Data Communications •*} 

Information Technology Sofetions 
Integrs^ed Business Systertfe 
Internet and Intranet Techrx^ogies 
Java ■? 


Java Training ^.. ( 

Server solutiorife . - . 
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Software Dev^prrtejft 
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BACG’s enterprise-wide,, supply chain management solutions are used by some of the world's largest retail organisations, including Halfords, 
Do-it-AII and Wal*Mart in America. Why? Because, specialising only in retail, BACG delivers real experience, real solutions and real results. 


For more informaiion contact: Steve Doran. EACG Limited. One Arlington Square. Bracknell. Berkshire RG12 1WA. Tel: 01344 404 200 Fax:01344 404 220 email: steved@bacg.com 



PROTECT your Com pany 
Name on the Internet" 


Register 

NOW 

Call Cl 635 573300 
Fax 01635 573329 
e-mail sales@hiway.co.uk 

Hivjay Communications Ltd 

2 




Tel: 01252 548888 Far 01252 377045 - www.computeraid.co.uk 
Compoteraid, art associate of Thom pic, Is one of the UiCs leading providers of IT Solutions 
and Services focused upon tbe distributed computing environment We recognise that senior 
executives face Increasing business challenges where IT is critical but raises the questions: 
which technology; how do I Integrate it within the business and provide cost effective 
support and management?. With over 20 years experience and the unrivalled expertise of more 
than 90Q professional staff, Compute raid is dedicated to helping clients continually meet these 
challenges and to maximising the benefits of their IT investment. 

Services include: Consultancy, Systems Development and Integration, Facilities Management 


? it SOLUTIONS 


Angus McLOON 5 Nessie expert, 

injured on expedition. 



ABC Tachflologlas United 

7 The Sptnnery, ParUands Business Park. 
Denmead. 

Hants P07 BAR 
Thh +44 (0)1705230280 
Fax: +44(0} 1705 268011 

ABC Technogies is the world's leading provider of 
Pitot and Enterprise Activivtty Based Information 
Systems. Our software Is used by over 6,000 
companies worldwide to increase profits, reduce 
costs or streamfina operations. We would Bte to 
invite you. FREE OF CHANGE, to a breakfast 
executive briefing, where the philosophy of ABC win 
be discussed and our products demonstrated. 

Cad 0800 592 789 to reserve your place. 


1 830 Birchwood Boulevard, 

Birchwood, Warrington 
Cheshire, WA37QZ 

Internet specialists U-NET can connect your network 
to the Internet via dialup ISON, leased line or (fame 
relay connection. Years of experience of network 
connections and our dedicated support team will 
make the process simple. Free booklet - Connecting 
your Net to The Net" guides you through the 
options. 

Coverage: Local access UK-wide- server hosting 
available worldwide 

Cost Call 01 92S 484444. fax 01925 484466, or mail 
hKhj-not.nat for a personalised quotation. 


ton tmarmct Accat i 




. Va*; 12&£C£. : ~- . 

No. 1 Hammersmith Broadway, 

London W69DL 

Tet 0171 312 4545 Fax: 0171 312 4546 


Union 


SunSystems Is the complete international ' 
client/server business solution from Systems 
Union. With a proven track record, 
SunSystems has been installed by over 
13,000 companies in over 170 countries. 
SunSystems offers a truly global application 
with multi-currency and mufti-company 
processing and availability in 24 languages. 
Rich functionality, ease of use and seamless 
integration with other applications has made 
SunSystems a leading core financial solution 
for mld-marketcompanies. 


Hardware Compatibility . 

PC-Lans, UNIX, VAX, NT, Windows 3JC, 
Windows 95 

Geographical Coverage 
21 offices world-wide in the 
Americas, Europe and Ada Pacific 
Applications 
SunAccount, Sun Business 

Cost mi| 

On application MM 


DYNASOFT 

—the best kept secret in data security" 

DynaSoft’K security solutions are designed 
to provide maxim con protection to missuM* 
critical data, systems and applications. 
With more than ISO customers worldwide, 
Dynaaoft is firmly established as a i»»»4tog 
security supplier across all industry 
sectors, on multiple platforms. 

And with nearly half of our staff dedicated 
to product development and support, 
Dynaaoft is already looking forward to 
protecting tbe systems and applications of 
the future. 

For more information about the BoKS 
product range, please contact us on +44 
(0)186 5 316333 or visit our website: 
WWWdittpyAvww.dynas.se 


Siemens Nixdorf Informationssysteme AG 


Heinz-Nixdorf-Ringl, D-SSIOSPadefbom 
Tel: +49/525 l/8rfl, Fax: +49/5251/81 1419: .... 

• ' . ■ tv : ■ J oi ’ . *.•'.< 


Otto-Hahn-Ring 6, D-81739 Munchen 
Tel: +49/89/636-01 Fax: +49/89/636-51000 


Siemens Nixdorf Infomationssysteme AG, Padertiom, Germany, is a systems partner with universal expertise in the 
1 field of information technology, it is one of the world’s largest companies in this sector and is the largest provider of 
information technology of European origin. In the past fiscal year (1 Oct. 1995 - 30 Sept 1996) Siemens Nixdorf had 
incoming orders worth DM 13.9 billion and revenues of DM 13.8 billion. The company has a workforce of 36,000 and 
is represented in 58 countries. . 

One main focus of the. Siemens. Nixdorf server business is on SAP R/3 system platforms. Throughout the world, SAP 
R/3 has become one oft the most successful business management applications on the market Only a few years ago, 
R/3 was mainly operated on UNIX-based servers. Now 50% of ail new installations use NT. Whether UNIX or Windows 
; NT is tbe right platfoirafor specific R/3 uses depends, first and foremost, on how the R/3 system will actually be 
used....- t -■ . • " 

Siemens Nixdorf has years of experience gained in the UNIX environment - especially with regard to Reliant UNIX and 
'very large installation^. The stability and very high degree- of scalability of UNIX configurations have been of particular 
. value here, with effeotivfr support of configurations having well over 1,000 active users. The largest R/3 installation in 
the worid/for instance, is .based on RM600 systems with-Reliant UNiXfrom Siemens Nixdorf, - supporting about 7,000 
users. Current performance figures underscore the excellent’ cost/benefit ratio provided by RM UNIX servers. 

Today Windows NT environments with Intel servers - having botlvR/3 applications and R/3 databases - also feature a 
high degree of scalability: Siemens Nixdorf has the know-how apd expertise required for very large installations; for 
example; Siemens Nixdorf is now operating the world’s largest NT installation, which has 1,600 users. Results from 
performance test show that the PRIMERGY 760 is one of the most powerful Intel-based NT systems on the market 

Siemens Nixdorf also offers mixed configurations for very large R/3 applications with 
correspondingly, large database. The R/3 applications run on Intel servers with 
Windows . NT; while, the JV3 database is handled by a highly scalable UNIX system. 

Siemens. Nixdorf, supports isuch configurations with .a comprehensive range of iy IvnADC 
products; solution ^■oonsfiTting services. nilAUUItr 


The CODA Group Pic 


Cardale Park, Beckwith Head Road 
Harrogate, England HG3 1RY 
Tel: +44 (0)1423 509999 
Email: Libe ration@coda-financials.com 

CODA develops international accounting software for national 
and multinational organisations worldwide. CODA-Financials 
has a unified design for faster consolidation and reporting; 
sophisticated multicurrency, multicompany, intercompany 
facilities. Integrated workflow, internet and alert technology. 
Year 2000 and EMU compliant 

Hardware/Compatibilfty 

Unix or Windows NT platforms, any leading relational 
database 

Geographical coverage 

25 sales and support offices worldwide, plus distributors 
Cost 

From £30,000upwards 
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B y June 1999 around 
4.6bn people world- 
wide could have 
access to digital radio pro- 
grammes broadcast by satel- 
lite. 

This is one way in which 
satellites could enable devel- 
oping countries to overcome 
the dearth of information 
caused mainly by the weak- 
ness of their telecommunica- 
tions infrastructure. 

The target areas for the 
project are Africa, the Mid- 
dle East southern Asia and 
central and South America, 
though the broadcasts may 
also be received in much of 
the US and southern Europe. 

Thus, people in the devel- 
oping countries may be 
users of digital radio before 
many in the developed 
world, where it is still in the 
formative stage, delayed by 
shortage of bandwidth. 

This comes about partly 
because it is easier and 
cheaper to launch satellites 
to beam to the developing 
regions and portly because 
political and competitive 
pressures make it hard to do 
this for the developed coun- 
tries. 

Digital radio will be trans- 
mitted by the AfriStar satel- 
lite. due to be launched next 
June on Ariane 4. an Ariane- 
space rocket, followed by 
AsiaStar in December and 
CaribStar in June 1999. 

Each satellite will send 
three beams in overlapping 
ellipses, each covering 8.75m 
square miles. 

Broadcasters can choose to 
target one to three of these 
zones, uplinking their pro- 
grammes from anywhere 
within a much larger catch- 
ment area. 

The project, the first to 
provide digital radio via sat- 
ellite and one of the biggest 
ever under taking s In radio 
communications, could marie 
the onset of the long- 
heralded revolution in digi- 
tal broadcasting. 

It is being organised by 
Workspace, a US privately 
held company with 
unknown investors 
reported to include Saudi 
Arabian royalty - who have 
put up $750m. 

Worldspace was set up by 
Noah Samara, a naturalised 
American born in Ethiopia. 
A former official of the Inter- 
national Telecommunica- 
tions Union, he has experi- 
ence of developing satellite 
systems but not the business 
record of competitors such 
as Rupert Murdoch. 

Technology analysts at the 
Ovum consultancy predict 
that many consortia plan- 
ning to launch satellites will 
fail for lack of financial 
backing. 


Digital radio will be 
beamed to billions 

The AfriStar service will target Africa, the Middle East, southern Asia, central 
and South America and much of the US 


ftNch 


toM, 



A French technician working on the AfriStar sateifite project at Alcatel Espace 


Mr Samara says he has 
enough money for his pres- 
ent needs and has not dis- 
cussed raising more. He says 
that Worldspace will be in 
profit by the year 2.000. 

The venture is intended to 


provide around 100 channels 
from each of the satellites 
transmitted at 16K bits per 
second, which can be com- 
bined by a bandwidth-on-de- 
mand system to create 128K 
bps chann els. 



WorfdSpace founder, Noah Samwa, a naturalised American, was 
born in Ethiopia. Around 10 per cant of WbridSpace channels are 
expected to tie reserved for humanitarian purposes. Universal 
access to the service ‘win help abolish i nfo r mation poverty' in 
developing nations, he says 


These will be capable of 
delivering compact disk 
Quality sound and a limited 
amount of video on the por- 
table receivers. Digital radio 
prodaces interference-free 
sound, using a chip to con- 
struct a reliable signal, and 
requires no delicate tuning. 

First-generation radios 
will have very small liquid 
crystal display boxes, but 
second-generation ones are 
expected to have much 
larger screens. Rough proto- 
types of the first models 
have already been demon- 
strated. 

Digital transmission could 
allow other services such as 
text, fax, e-mail and message 
paging to be added. It is fore- 
seen that the programmes, 
provided by both national 
and international broadcast- 
ers, will cover a very broad 
range of information ser- 
vices, education and enter- 
tainment 

The radios, equipped with 
a small flat antenna to 
receive the signals directly 
from the satellite, will be 
made by Japanese manufac- 
turers Hitachi, JVC, Pana- 
sonic and Sanyo. They will 
be fitted with chipsets from 
SGS-Thomson. of Italy and 
ITT Intermetall of Germany 
to decode the signals. 

At an initial price of 


around $200. the radios are 
ai» n wt mainly at the middle 
class in the developing coun- 
tries. However, it is hoped 
prices will fall quickly as 
volume increases and they 
could drop to around $50. 
Worldspace predicts that 
Km radios will be sold in 
the first five years. 

“The aim is to allow uni- 
versal access to the service,'’ 
says Mr Samara, “it will 
abolish ‘information pov- 
erty*." 

A new type of commercial 
satellite, based on the Euro- 
star 200(H- but designed to be 
cheaper and more flexible 
for broadcasters, is being 
produced by the Anglo- 
French company Matra-Mar- 
coni Space. The prime con- 
tractor and communications 
payload designer is Altcatel 
Espace of France. 

Each satellite will carry 
six transponders, transmit- 
ting through L-Band amplifi- 
ers. Sound from the broad- 
caster is subjected to digital 
compression using the 
MPEG 2.5 Layer 3 coding 
algorithm and transmitted 
through a small satellite 
dish to the satellite in its 
geostationary orbit 24,000 

miles above the Earth. 

Programmes will be trans- 
mitted from the satellites in 
4QMHz of the L-Band (1452 to 
1492 MHz), the range of spec- 
trum which Worldspace was 
awarded in 1990. The L-Band 
is now favoured by most 
countries over AM and FM 
as the most suitable for digi- 
tal radio. 

D espite a chorus of 
scepticism from the 
broadcasting indus- 
try when the project began, 
Worldspace claims the tech- 
nology has now been proved 
to work in simulation tests 
at Alcatel’s Toulouse 
research and development 
centre. 

Only 20 per cent of the 
capacity has so for been allo- 
cated. Bloomberg; the US- 
based 24-hour news and 
information service, will 
take 23 rhanwrig to broad- 
cast in six languages. 

Worldspace wQl be keen to 
add other prestigious users, 
such as toe BBC World Ser- 
vice. 

Uncertainty about how the 



Radio receivers, built hi Japan, have a small, flat antenna to receive signals tflrect fro m the sateffl ta. 
Digital radio produces kiterference-free sound. Workspace « keen to add prestigious programmes 
such as the BBC World Service plus Bloomberg news and information services 


rest of the channels will be 
distributed has generated 
speculation that some coun- 
tries could reject toe service 
as *too American', while in 
others governments might 
sedk to exploit it for propa- 
ganda. 

But around 10 per cent of 
the Worldspace channels are 
expected to be reserved far 
humanitarian purposes, 
such as Improving basic edu- 
cation and literacy and sup- 
porting health services. 

In April, 17 African minis- 


ters of education met World- 
space and gave support to 
the project. The service 
could help countries prone 
to emergencies caused by 
natural disaster because of 
digital radio’s advantages 
over short-wave radio of 
clarity and consistency of 
reception. 

As scepticism about the 
technology begins to recede, 
questions about the commer- 
cial viability of the project 
come to the fora. 

Mr Samara insists that 


radio has a great fixture and 
has not been obsoleted by 
television or the Internet. 
“Radio goes to places where 
TV doesn't,” he says. “There 
are a billion radios in toe 
developing world, three 
times more than televi- 
sions." 

But without any opportu- 
nity to conduct market 
research into the likely 
demand for the products, the 
success of the project rests 
heavily on his vision and his 
frith. 



Work proceeds on foe AfriStar aateCte at Alcatel Espace. Digital transmission could alow other 
services such as text, fax, e-mail and message-paging to be added 
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DIGITAL TV AND NEW MASS MARKETS. By Geofftsy .hfeinri 


The barriers are coming down 


While observers claim that 'digital 
technology is the future of television/ 
consumer- demand may remain weak 
until suppliers are able to 
demonstrate compelling benefits 


D igital television 
could hasten the 
long-promised con- 
vergence of the PC with .lie 
TV and create new mass 
markets for services such as 
Internet access, di gi t a l con- 
tent and interactive pro- 
gramming. But Tor this digi- 
tal dream to happen, the IT 
and media industries must 
demonstrate the benefits of 
digital television to a largely 
sceptical market 
Digital technology is dis- 
mantling the barriers that 
have traditionally kept IT 
companies, telephone opera- 
tors and media companies 
apart. With the arrival of 
digital TV this process is 
likely to accelerate. 

“Existing Industry struc- 
tures will be tom apart and 
new entrants will start up, 
resulting in additio nal com- 
plexity in the market,” pre- 


dicts a . report on -digital 
' broadcasting from the UK- 
based consultancy. Ovum. . 

For a glimpse of how the 
new market dynamics, may 
work, look' no farther than 
Spain, which has started two 
digital satellite TV services 
in 1997. The most recent. Via 
Digital, was launched to Sep- 
tember and achieved over 
128,000 subscribers in its 
first month - a world record, 
according to the Via Digital 
consortium, which includes 
Telefonica, Spain’s former 
telephone monopoly, the 
state-owned - terrestrial 
broadcaster RTVE and Reco- 
letos. a media group owned 
by Pearson, publisher of the 
Financial Times. 

Digital technology allows 
broadcasters to provide a 
wider range of channels with 
better picture quality and 
CD-quality sound. Via Digi- 


tal plans to offer more than 
80 . channels, including pay- 
per-view formats for films 
and sports - a much greater 
choice than Spain’s four 
national terrestrial broad- 
casters can offer. 

However, more channels 
does not necessarily increase 
demand. In markets with 
many TV channels, the top 
four channels typically still 
take over 70 per cent of all 
viewing, according to the 
market research company 
EurDmomtor. 

The switch to digital TV is 
also expensive. Via Digital 
has spend Pta 4bn (£l6m) on 
'technology far its broadcast 
centre in Madrid that beams 
digital content up to the His- 
pasat satellite. Viewers also 
have to buy new hardware - 
either a set-top decoder or, 
in the future, a digital TV. 
Broadcasters are thus keen 
to use digital TV to offer 
higher value services that 
are not possible with tradi- 
tional analogue broadcast- 
ing, such as pay-per-view 
programming and interac- 
tive services that could 
include Internet access. 


banking and ticket reserva- 
tions. 

“Digital technology is the 
future of television," says 
Pedro P6rez, chairman of Via 
Digital "It multiplies con- 
tent mid makes full interac- 
tivity possible, such that the 
TV will soon become the 
favourite medium for obtain- 
ing information, games, 
shopping and all types of 
services." 

But these services are 
today 'largely non-existent 
and analysts say consumers 
are reluctant to spend 
money on unknown and 
unproven benefits. “Consum- 
er-demand will remain weak 
until suppliers are able to 
demonstrate compelling ben- 
efits," says the Ovum report. 

T he consultancy esti- 
mates it will take at 
least five years for 
con sum ers to warm to the 
new technology. However, 
the market will then start to 
grow rapidly, and in ten 
years' time, few consumers 
will complain if analogue 
television is withdrawn. 
Digital TV could bring a 


new phase of growth to the 
TV market but it also chal- 
lenges the telephone and 
cable companies’ plans to 
deliver multimedia over 
their networks. Broadcast 
digital TV allows Internet 
access providers to bypass 
bottlenecks on the te r r es trial 
networks and beam band- 
width-hungry Web pages 
direct to consumers' PCs. 

In September, Microsoft 
announced its WebTV sub- 
sidiary was developing a set- 
top box designed to down- 
load Web pages via broad- 
cast digital TV. 

Microsoft's digital TV 
strategy originally hinged on 
using cable networks to offer 
high-speed Internet access 
and so bypass the telephone 
companies. Its recent $lbn 
purchase of a stake in Com- 
cast and last month's offer to 
buy TCI. the largest US 
cable company, seemed to 
c onfir m this view. 

But countries such as the 
UK, Italy and Spain have 
under-developed cable net- 
works - and elsewhere, 
cable operators have scaled 
back plans to upgrade their 


WEB TV • By Philip- Manchester 


A marriage full of promise 


Net-enabled 
television will 
open up a new 
world of 
interactive 
services 

T he marriage of com- 
puters and telecommu- 
nications through the 
Internet is now well 
advanced and attention is 
shifting to a different kind of 
convergence: the Internet 
and broadcast media. 

Earlier this year, the two 
main global players in the 
Internet market - Microsoft 
and Sun Microsystems - 
made significant acquisi- 
tions and investments 
beyond their traditional ter- 
ritories. Microsoft bought 
WebTV for a staggering 
$425m in cash and stock and 
invested Sibn in “Comcast, 
the US’s fourth largest cable 
television company. Sun 
- bought Diba, another Web 
television company and 
-turned it into a new con- . 
sumer technology group. 

Both companies are anx- 
ious to occupy and dominate 
one of the most promising 
and potentially enormous 
technology markets of the 
future - the market that 
brings traditional broadcast 
television together with the 
Internet 

If the projections are cor- 
rect, almost everyone who 
has a television today will. 
In a few years, look at the 
Internet through a domestic- 
style television. They will be 
able to access virtually 
unlimi ted 'content' both in 
the form of traditional Web 


pages and broadcast digital 
TV streams from their sofa 
in the living room and ‘inter- 
act’ with them. 

US market analysts at For- 
rester Research see the mar- 
ket taking off relatively 
slowly over the next two 
years and then accelerating 
after the year 2000. 

In the US, for example, it 
forecasts only 100,000 house- 
holds will have a 'Net-en- 
abled TV* this year. By the 
end of 2002, it predicts this 
number will have grown dra- 
matically - to 14.7m. 

“This is the information 
superhighway - and it is 
here now,” says Chris Mar- 
jara, European marketing 
manager for Scientific 
Atlanta, a US specialist in 
the set-top boxes which are 
required to let a television 
access the Internet and the 
World Wide Web. . 

“We see It opening up 
many new types of applica- 
tion from videoconferencing 
and telemedicine to educa- 
tion - wherever you want to 
combine TV with text and 
graphics and interactivity," 
Mr Mfojora continues. 

Promising though it is, 
Web TV is not a straightfor- 
ward technology, however 
there are two main 
approaches 4 polarised 
around either Microsoft or 
Sun. Simply stated, the 
Microsoft approach aims to 
turn the PC into a television. 
Sun's approach is to turn a 
standard television into a 
PC. 

It is too early to say which 
of these two approaches will 
triumph. Both claim to be 
based on 'open' standards - 
although in neither case 


have these been universally 
adopted. In August, Micro- 
soft published details of 
what It calls a Broadcast 
Architecture - based on the 
new versions of its Windows 
operating systems due for 
release next year. The archi- 
tecture includes recognised 
standards such as TCP/IP 
and Hypertext Mark-up I -an - 
guage (HTML) - the estab- 
lished standards for the 
Internet But it also relies on 
Microsoft’s Active X and 
specifies the Windows oper- 

‘Net-enabled 
TV heralds the 
information 
superhighway 
- and it is 
here now 1 

a ting system software. 

By contrast Sun has based 
its software on the Java lan- 
guage and claims it is ‘amir 
pletety open’. But while Java 
is widely-accepted by most 
manufacturers, one very sig- 
nificant supplier - Microsoft 
- Is moving sway from it to 
the point where Sun recently 
brought a case accusing 
Microsoft of not honouring 
its contract 

Meanwhile, there are other 
issues to be resolved. The 
transmission infrastructure 
for carrying TV signals is 
still uncertain with a choice 
between cable TV and 
high-speed telephone lines. 
Charging tariffs are still not 
clear - nor is the mass mar- 
ket’s willingness to pay for 


what at the moment is a 
vague promise of the bene- 
fits of unlimited number of 
digital TV channels. 

Cable currently seems to 
offer the best option - at 
least in markets where it is 
established. But the advent 
of low-cost high-speed ISDN 
telephone lines could tip the 
balance back to the tele- 
phone system. 

Scientific Atlanta is focus- 
ing on the traditional cable 
TV market - mainly because 
it offers an infrastructure 
capable of handling the large 
amounts of data transmis- 
sion associated with TV. Hie 
existing phone network is 
still not fast enough to pro- 
duce an acceptable TV sig- 
nal. 

“We are using the cable 
infrastructure because it has 
the bandwidth - 1.5 giga- 
bytes a second. It is a great 
opportunity for cable compa- 
nies because they can take 
their core customers and let 
them get at the Web. There 
is plenty of content out there 
already with more than 
400,000 developers building 
Web material," notes Mr 
Marjara. 

It will, however, be some 
time before the promise of 
Web TV is converted Into 
revenues for companies such 
as Microsoft that have com- 
mitted significant resources 
to it When it does happen, it 
will doubtless send waves 
way beyond the IT industry: 

“1 think it is probably 
about 18 months away. Tra- 
ditional broadcasters should 
be worried because Web TV 
will be different carriage 
medium to compete with sat- 
ellite. cable and terrestrial 


TV. 1 am not sure that tradi- 
tional broadcasters will be 
able to cope with the interac- 
tivity. Indeed - many of 
them have problems manag- 
ing phone-ins," says Nick 
Eyre, business development 
manager for broadcast and 
media at Logica. 

“The key will be in what is 
being called content aggrega- 
tion - bringing TV together 
with facilities such as infor- 
mation services and home 
shopping, regardless of geo- 
graphical area." he says. 

Digital technology has 
already revolutionised many 
areas of the media - from 
desktop publishing and print 
processing through to video 
editing. 

Until now, the means of 
distribution have remained 
relatively untouched, but 
Web TV is going to change 
this. 



Wide-screen television and video systems with cinema -quality images and digital surround-sound ore 
now In vogue. The digital versatile cfisk (DVD) and advanced digital television systems could also bring 
a big phase of growth to the home entertainment market 

analogue networks to handle 
digital content. Ovum pre- 
dicts analogue cable opera- 
tors in the UK will start los- 
ing subscribers from 2001 , 
initially to digital cable but 
later and in greater number 
to digital TV. 

Digital terrestrial broad- 
casting is due to start in the 
UK in late 199S and will 
become a significant market 
force in 2001, Ovum believes. 

Whether digital TV arrives 
via cable, satellite or a ter- 
restrial broadcast is ulti- 
mately irrelevant to most 
consumers and content pro- 
viders. 


A far more important 
issue is the hardware 
that will be used to 

handle digital TV in consum- 
ers’ homes. Broadcasters and 
consumer electronics firms 
promote digital TV as a bet- 
ter viewing experience with 
higher resolution images, 
improved audio and greater 
choice. They see high-defini- 
tion digital TV sets ulti- 
mately replacing the set-top 
boxes today needed to 
received digital signals on 
an analogue TV. 

By contrast, computer 
manufacturers wants the PC 
to deliver digital TV, claim- 
ing it is better suited to 
interactive applications and 
already has the processing 
power and memory needed 
to handle digital broadcasts. 

Earlier this year, Compaq, 
Microsoft and Intel formed 
the DTV Team to promote 
this vision and develop the 
technologies needed to make 



A very different world: 61 years ago, this Ekco-Sco phony TV 
receiver took pride of place at London’s Radkrtympia in 1936 


it happen. The group faces 
several hurdles, however, 
not least convincing scepti- 
cal consumers to spend 
$2,000 on a device clearly not 
designed for watching TV. 

“We don't believe most 
people will choose to watch 
TV on a small PC screen 
while sitting at a desk." 
admits Robert Steams. Com- 
paq’s senior vice president 
for technology. "But there 
will be a strong relationship 


between the future TV appli- 
ance and PC technology.” 

The DTV Team envisages 
different types of DTV-based 
PC and TV appliances to 
address varying consumer 
needs and budgets, including 
low-cost devices with a simi- 
lar price to an analogue TV, 
But the group’s initial focus 
will be on including DTV 
capabilities in all new PCs 
and the first such products 
are due in late 1998. 



Fast-track Web company 


Rob Glaser of 
RealNetworks is 
called ‘king of 
Internet video 
and audio' 

T he experience of what 
he terms “wild weeks" 
are not unco mm on for 
energetic Rob Glaser and his 
company, RealNetworks. 

Mr Glaser is chief execu- 
tive and founder of the com- 
pany that produces the most 
popular software for “web- 
casting” live video and audio 
over the Internet. His com- 
pany, until recently known 
as Progressive Networks. 

has enjoyed skyrockets 
success with its RealAudio 
and RealVideo “streaming” 
software since it was estab- 
lished in 1995. 

Among its customers, 
RealNetworks also counts a 
wide range of media compa- 
nies, including the BBC, the 
ABC television network. Fox 
News and US National Pub- 
lic Radio, as well as other 
software companies, includ- 
ing Microsoft - Mr Glaser's 
former employer. 

By the end of another 
“wild week". Mr Glaser had 
planned an initial public 
offering (IPO), changed the 
name of the company (from 
progressive Networks to 
RealNetworks), acquired 
another Internet company 
(FUm.com) and struck deals 
with two of the world’s, big- 
gest pop tnnsic groups to 
host their concerts in cyber-, 
space. And that week was 
not so unusual for one. of- the 
world's fastest-track. Web 
companies. In the summer,- 


Mr Glaser announced a deal 
with Microsoft to have his 
company's RealAudio and 
RealVideo software built 
into Microsoft's new Internet 
Explorer 4.0 Web and an 
agreement with MCI to cre- 
ate a high-speed “backbone” 
for broadcasting Internet 
video signals. 

But in late September, 
nails fr o m the managements 
of the Rolling Stones and U2 
were on Glaser's mind. The 
35-yearold king of Internet 
video and audio had done 
deals to broadcast the con- 
certs of both bands - fold 
met Mick dagger in the pro- 
cess. The Rolling Stones are 
promoting their North Amer- 


ican tour, while U2 was put- 
ting plans in place for a con- 
cert from Sarajevo, Bosnia. 

Tt was mnaring to see the 
two biggest touring bands 
wanting to do the same 
thing in cyberspace,” he 
says, as his recalls his con- 
versation with Jagger. “I 
was surprised at how com- 
petitive Jagger was. And 
yes, it was another wild 
week - but it seems to be 
bur destiny not to have any 
other kind." 

Perhaps it was that des- 
tiny which linked Mr Glaser 
to go-ahead high technology 
companies back in 1983, 
when he joined Microsoft as 

a fresh-faced 21-year old. By 



Rob GbSM. founder ot RnUfetworiCK be looked at multimedSa 
technology wkh a fresh spa - and dbeovered a warning concept 


the time he left in 1993. he 
had seen Microsoft grow 
from a minor participant in 
a new industry to a global 
colossus in the software 
world. 

“But after 10 years, I 
wanted to get out," he 
recalls. “It was for personal, 
life-goal' kinds of reasons. I 
then spent a couple of 
months travelling to Ger- 
many, Greece and Egypt, 
trying to regain perspective. 
Microsoft is such a vortex 
that it was reassuring to do 
that Later, on my travels, 
when 1 viewed the pyramids. 

I saw something that had 
existed for 4,980 years - 

without Microsoft-” 

Returning home, Mr 
Glaser worked with high 
technology-based non-profit , 
organisations - including 
the Electronic Frontier 
.Foundation, run by Lotus 
Development founder Mitch 
Kapor, who talked to him 
about the growing impor- 
tance of the Internet It was 
during this time that be first 
heard about Mosaic, the 
world's tost full-blown Web 
browser. 

Along with others, Mr 
Glaser was stunned by the 
immense opportunity of the 
Web browser - and. more 
importantly, the potential of 
the Web itself. And as with 
many early Internet users, 
his thoughts about the 
potential of the Web were 
very much coloured by his 
experiences. 

Mr Glaser’s experience at 
Microsoft was in pioneering 
efforts around interactive 
television, working with 

Turn to next page 
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SO WHAT’S YOUR IDEA OF GREAT COLOR? 

it really doesn’t matter if you're biking a primarily red. yellow and blue presentation or a polychrome universe 
with a gradient filler and glass distortion like this. You can get a real laser class printer - with vibrant Tektronix 1 ' 
color - to match your artistic heart as well as your business head. From the workhorse, workgroup Phaser - 350 
printer with a bottom line price ol $2,995*. To the high-speed, full 1200 dpi Phaser 560 printer. All the way 
up lo the graphic arts photo-realistic printers that have made Tektronix a color standard. So however you see 
color, just remember this, if you can dream it up, we've got a way lo get you there. 

To show off your own idea ol color, jus! call us a! 1-B00-S35-6100 ext. 1531. 
or visit us at www.iek.com/CPad7i53l 
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Tektronix 4 

/ 


X.Ta’ 



XIV 


FINANCIAL TIMES 


WEDNESDAY NOVEMBER 


5 1997 


FT IT 14 



a^sa 




COM PUTER-BASH! TRAMfNG _, _ _ _ _ _ _ 
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Less time in the classroom now 


Computer-based training is no 
panacea, but it complements 
traditional teaching methods, 
reducing costs and tutorial time 


I nformation technology 
has brought new life to 
do-it-yourself learning, 
replacing books and letters 
with a multimedia experi- 
ence and discussions over 
the Internet 

Yet users are by no means 
unanimous about the bene- 
fits - or even about how 
computer-based training 
should be used. 

The latest methods are 
gradually catching on. 
Research by the UK's Indus- 
trial Society shows that 
almost a quarter of com- 
puter and personnel manag- 
ers now prefer computer- 
based training, compared 
with 12 per cent last year. A 
separate study by Bench- 
mark Research for the train- 
ing company, ijtnming Tree 
International, found just 
over half those questioned 
expected it to become “a key 
tr aining medium". 

Researchers differ over 
precise growth figures but 
generally adopt bullish 
views. EDC says computer- 
based courses will account 
for 35 per cent of training by 
2000. Key Note sees 30-fold 
growth over the next four 
years In the UK, from 5.5 per 
cent of the market by value 
this year to 28 per cent in 
2000 and 43 per cent In 2001. 

These predictions have 
extra hidden significance, in 


that computer-based courses 
are cheaper than classroom 
sessions, and a single 
CD-Rom product can be used 
by many people. So if this 
method accounts for a third 
of the market value by 2000, 
the number of users will 
probably be a much higher 
percentage. 

Whatever the growth, it is 
potentially big enough to 
have tempted big software 
companies a n d consultancies 
into this business alongside 
e stablished traditional train- 
ing companies, which are 
also moving in to protect 
their fixture. 

Computer-based training 
takes two main forms: 

□ Multimedia courses are 
bought as CD-Roms or down- 
loaded from the supplier's 
Web site on the Internet or 
across a company’s Intranet 
(an internal private Inter- 
net). 

A course on a word pro- 
cessing or spreadsheet soft- 
ware package might start at 
£30 for one user, with dis- 
counts for many users cut- 
ting the cost dramatically. 
Such courses typically 
Include periodic tests to 
check a person’s progress; 
they might also take users to 
different materials , depend- 
ing on their knowledge. 

Some suppliers also pro- 
vide software for browsing 


courses across an intranet, 
testing knowledge to help 
people pick the right course, 
and keeping track of who 
has done which course, and 
their test results. 

□ The Internet offers both 
an electronic version of cor 
respondents courses and a 
compromise between 
self-study and traditional 
classroom training. Users 
can download multimedia 
self-study TTiato riflig - or use 
books or videotapes - and 
join on-line class discus- 
sions. using their PC key- 
boards, at set times. Written 
work and exercises can be 
sent for marking and 
received back with com- 
ments by e-mafl. 

Costs are again Less than 
for traditional courses: for 
exa m ple, a course on Micro- 
soft’s Windo ws N T software 
through the UK’s biggest IT 
training company, Peritas, 
Including self-study materi- 
als, online discussion and 
e-mail exchanges with the 
tutor, is 12 per cent of the 
price of the same course run 
over 10 days in a classroom 
— exclu d in g accommodation 
costs. 

Cost is a key benefit - and 
not only the cost of the 
course itself. 

British Telecom, the UK’s 
main telecommunications 
operator, is moving increas- 
ingly to multimedia training 
fix- skills of all types after 
saving £2.3m on a 600,000 
in-house development of 
sales courses. 

Online training manager 


Dave Fodmore says the flexi- 
bility means five days' train- 
iug could typically be done 
In three. 

He adds that the travel 
and hotel costs of one person 
on one course cover the cost 
of a PC soundcard and 
CD-Rom which can be used 
again and again. 

The facilities managpni> nt 



“In 1995, we found comput- 
er-based training was the 
most cost-effective for 
reaming a large number of 
people quickly, from tradi- 
tional systems to cli- 
ent/server," says training 
manager Andy Birbeck. 

"The new arrangement 
gives greater access, across 
our intranet from a desktop 
PC or a laptop via a modem, 
to courses whenever and 
wherever they're seeded. 
This allows far more flexibil- 
ity, which especially suits 
us, as staff a re across a num- 
ber of our own and customer 


Frank Kates of IBM: 
computer-based training 
complements existing methods 

company. Vertex Data Sci- 
ence, also paints to flexibil- 
ity. The company has just 
signed a 335,000 cont ract 
over three years with CBT 
Systems for 200 courses and 
software to manage them 
across Vertex's intranet The 
deal works out at around 
£275 a year for each of the 
company’s 400-plus IT staff. 


Other benefits claimed for 
computer-based training 
include reduced business dis- 
ruption, because staff are 
not away far days on end, 
but can study when conve- 
nient - Incl uding at home if 
necessary; consistent quality 
and a consistent message; 
increases of up to 40 per cent 
in retention of information; 
reductions in the cost per 
. head with e v ery use; little or 
no supervisor or tutor 
involvement; and impartial 
testing, marked automati- 
cally. 

Even so, computer-based 
training is by no Tnoa-nq a 
panacea. In the Benchmark 
Research survey for Learn- 
ing Tree International, 80 
per cent of managers says it 
complements existing meth- 
ods, rather than replacing 
them. 

Frank Kales, worldwide 
general manager fix- training 
at IBM, strongly supports 


this view, which is also 
endorsed by the Key Note 
study. 

“Computer-based training 
is great value for generic 
overviews, but- if you're 
using a system every day, 
you need proper training to 
ensure good, practical know- 
ledge," he says. 

“Computer-based trai nin g 

can significantly cat the 

time spent in the classroom: 
for example, from two or 
three weeks to three or four 
days.” 

Mr Kales disagrees with 
the idea of computer-based 
training being accessed 
much like a database and. 
used for justin-time training 
or even as an on-line man- 
uaL referred to only when 
needed rather than studied 
from start to finish. 

. Dave Podmore at British 
Telecom, however, supports 
this notion and says it is 
Tiding to a rethink of train- 
ing needs: “In IT. for exam- 
ple, you don’t need all the 
facilities of a package imme- 
diately. Yon want 20 min- 
utes' training when you 
ryirrw* to use them." 

Research has shown that 
staff typically use no more 
than 10-20 per cent of the 
facilities of office software 
and therefore arguably do 
not need to study an entire 
package. 

There Is also still debate 
about the whole value and 
role of computer-based train- 
ing. Tony Miller, training 
manager at UK savings com- 
pany Liverpool Victoria 



Staff at Vertex Data Sctanee can acces* IT training from PC vJa 
the cotroany intranet, aflndnattng the need to travel to * 
classroom. CBT System* Is pro»kft>g 200 couraes for Ve ' 


Friendly Society, says it 
appeals only to & small 
group - introverts, mainly 
women aged over 35 - and 
could actually alienate key 
staff 

He told this year’s Person- 
nel and Training Conference 
that his study of the soci- 
ety’s staff “casts doubts cm 
the hHnri belief that every- 
body is happy to sit at a PC 
and work through a pack- 
age”. 

Mr Miller said many com- 
panies now actively 
recruited extroverts - and 
the growing use of CD-Roms 
could alienate the very 
people that employers 
wanted most of all. 

This view is rejected as 
“preposterous'* by Paul 
Henry, European vice-presi- 
dent of CBT Systems. Tm 
quite an e x trov ert, but when 
1 sit alone at a PC I tend to 


Ii 


magjne this; you are in 
Hang Kong and yon need 
■that report - now. Your 
amendments were supposed 
to be with the client yester- 
day. If only the client had 
e-mailed it - but after three 
mangled TrassqgBg, he gave 
up, saying; “Our systems 
just aren’t compatible." 

An everyday story o£ docu- 
ment mismanagement. But 
this could about to change, 
according to industry ana- 
lysts at the Gartner Group. 
Senior consultant Charles 
Abrams who runs the Inte- 
grated Document Output 
Management Odom) pro- 
gramme believes it won’t be 
long before all sorts of docu- 
ments are fully integrated. 

He says key trends In doc- 
ument management are: 

□ The rapid digitisation of 


The day of the digital enterprise 

Within five years, 75 per cent of business information in the developed world will be stored and used electronically 


document-centric informa- 
tion: 

Mr Abrams describes docu- 
ment-centric information as 
any information stored 
within an organisation from 
notes, to a report, to a phone 
bilL Much of this informa- 
tion Is currently on paper. 
"Within five years, 75 per 
cent of Information In the 
developed world will be 
stared and used electroni- 
cally," he predicts. 

□ Increasing document 
lifecycle automation: 

Increasing digitisation - 

t urning a rinr-nmonf wifn htet 

of data that can be sent over 


a computer network - will 
make it possible to automate 
mare af the stages involved 
in document production. 
This will bring “enormous 
benefits,” says Abrams. 
Today, 25-85 per cent of 
knowledge workers’ time is 
spent integrating and down- 
loading information, trying 
to find it, then transmit, 
organise and output it. 
"When more of this process 
is automated, productivity 
will leap,” says Mr Abrams. 

□ The rise of the intelligent 
document: 

Starting next year, ‘intelli- 
gent documents’ will appear. 


says Mr Abrams. These doc- 
uments will be able to teU 
your computer how they 
want to be displayed, taking 
into account your prefer- 
ences, such as the type size 
you like to read. “Further 
on, well see the develop- 
ment of the virtual docu- 
ment, which is nothing but a 
set of Instructions until the 
user needs it." . . . . , 

These documents can be 
used an intranets (private 
internets) or the Internet to 
fetch information and pro- 
duce reports. 

Meanwhile, demand for 
integrated document man- 


agement is growing. The 
number of Idom ‘seats’ - 
workstations where you can 
carry out integrated docu- 
ment management - will 
increase from 4m today, to 
48m by the year 2002, says 
the Gartner Group. 

Applications in 
financial sector • 

A typical Mam seat today 
is in a building society 
where the whole process of 
approving a mortgage can be 
managed electronically, once 
the paper form is scanned. 


Concept birthed in a Eureka moment 


From page 13: 

large DS cable TV concerns, 
such as TCL to arrange tri- 
als and test technology. As 
vice-president of multimedia 
and computer systems, Mr 
Glaser had become con- 
cerned about “how the 
whole Idea could be made 
real” (at least, as it was con- 
stituted in the first genera- 
tion of TV set-top box-based 
Interactive TV systems). 

“ I looked at all of that 
with a fresh eye,” says Mr 
Glaser, recalling his first 
impressions of Mosaic. “1 
was open as to whether or it 
would happen, but there was 
a high ratio of hype to sub- 
stance and a set of competi- 
tive dynamics that did not 
operate like the computer 
industry," he says. “All of 
this convinced me that, in 


1993, interactive TV had no 
bootstrap model, [i.e. no 
model for getting started]. 

“I had used the Internet 
back in college, but Mosaic 
showed the power of using 
the network as a bootstrap 
model. It meant that one 
application (such as a Web 
browser) could then he used 
as a model for the next 
through the magic of distrib- 
uted hypermedia. We could 
build a set of applications 
from the bottom up that had 
many of the same character- 
istics as we were talking 
about [in the interactive TV 
sector]." 

Mr Glaser's “Eureka" 
experience came as he pon- 
dered the technology behind 
the modems of the day - the 
fastest of which were then 
running at 14.4 kbps (kilobits 
per second). “I wondered 


whether this was really a 
medium about static experi- 
ence and document deliv- 
ery," he says. "And I remem- 
bered that, generally 
speaking, for an equivalent 
level of quality, you’d need 
around 100 times the band- 
width. [capacity and speed 
over the network] for video 
as audio." 

The amount of bandwidth 
on a 14.4 kbps modem was 
about l /100th of what was 
needed far video CD-Rom [an 
area in which Glaser had 
been heavily involved at 
Microsoft] - “so 1 started 
work on it, based on that 
idea." 

Although Mr Glaser had 
the vision to build a com- 
pany to provide “audio over 
the Internet," be had no idea 
what kind of business model 
the new company could use 


or whether he was even 
establishing it in the right 
way. “My bias was that, in 
1993, if you wanted to build 
an interesting company in 
the horizontal software busi- 
ness. it was a dumb thing to 
leave Microsoft," he recalls. 

“But the thing that flipped 
os from a “let’s look at the 
technology and see what 
happens* to actually introdu- 
cing RealAudio was the 
belief that the Internet was 
different and could be a 
‘bootstrap model’ that would 
dramatically change the 
dynamics. You really could 
do something different" 

And the rest, as they say, 
is Web history- RealAudio 
was a huge success and was 
fallowed over the past year 
by RealVideo - which have 
effectively brought the 
medium of on-demand televi- 


sion and radio to the Inter- 
net While the video part of 
the business Is still in its 
infancy, it appears to have 
the potential to grow just as 
Cast as RealAudio in both 
quality and popularity. 

When RealAudio was first 
offered, it was a bit of a “hit 
and miss" affair with 
sketchy “reception" and suf- 
fered from “time oat", result- 
ing in chunks of sound being 
lost Bat with the use of a 
good modem, it can be as 
good as CD -quality with, 
clear, crisp stereo sound 
broadcast digitally from the 
Internet Similar improve- 
ments are expected to 
RealAudio, which already 
works well. on high-speed 
cable modem or ISDN lines, 
but is still similar to early 
RealAudio when used on. 
olds - , slower modems. 


For example, when a stage of 
the process has been com- 
pleted, the document will 
automatically be sent to the 
next person in the sequence. 

To date, integrated docu- 
ment management is mainly 
found in structured jobs 
such as haniTHng an insur- 
ance claim, getting a new 
drug approved or granting a 
loan. But Mr Abrams 
believes it will start to he. 
used more widely. “Compa- 
nies are already trying to 
create infrastructures. that 
support it, yet no single ven- 
dor can meet all their 
needs." 

Key areas for document 
management, according to 
an Olsy UK survey of 101 
blue chip companies, are cli- 
ent correspondence (men- 
tioned by 59 per cent), finan- 
cial transaction records (40 
per emit), work schedules (29 
per cent) and order process- 
ing (19 per cent). 

Yvette Randrlamalaza, 
marketing manager at Olsy 
UK, says that technology is 
helping administrative 
departments deal with and 
record client correspon- 
dence: communications on 
paper, by fax, phone or 
e-mail are digitised, indexed 
automatically and stored on 
a computer for immediate 
retrieval, creating more effi- 
cient, responsive organisa- 
tions. 

Document management 
technology is also coming, 
into its own as telesales cen- 
tres evolve into call and cor- 
respondence processing cen- 
tres- “It -is being used to 
integrate correspondence 
with customer information 
-received over the phone," 

says Ms Ba nilriimialwj - 


Good document manage- 
ment integrates the follow- 
ing: paper documents, for 
example, through optical 
character ‘reading' technol- 
ogy; electronic forms; 
search-engine software; 
workflow software; Inte- 
grated document archive 
and retrieval systems; indus- 
try-specific applications; 
in-house and external pub- 
lishing:. printers, fax 
machines and photocopiers. 

Suppliers are gearing up to 
provide integrated document 
management document- 
enabled vertical (Diva) appli- 
ca turns, ’says Gartner (htrap. 
Obstacles include competing 
implications programming 
interfaces (APIS). These are 
a set of roles for program- 
mers to adhere to when 
developing software. With- 
out standard APIs, different 
programs do not work well 
together. 

- “Trying to create a set of . 
services for the entire digital 
document life-cycle is a 
major challenge for a user," 
says Mr Abrams. 

Changing shape 
of the market 

The integrated document 
management wmt Ii* 1 * can be 
broken down into several 
areas. At the top end are 
companies such as PCDOCS; 
Doc amentum. FileNet and 
OpenText with solutions for 
document-intensive indus- 
tries, such as pharmaceuti- 
cals. . 

Other companies such as 
Microsoft, -Lotus, Sun, , Net- 
scape, IBM, IGL-and Novell 
are also involved in the doc- 
ument-management market. 


be introvert," he says. 

Mr Henry adds that com- 
puter-based training is not 
necessarily always the best 
in all cases - for example, 
for personal communication 

skills. 

Drawbacks which are 
more widely accepted 
include the fact that prod- 
ucts cannot answer every 
query; unlike a live tutor; 
the greater status attached 
to classroom courses and the 
risk that CD-Roms will be 
seen as training 'on the 
cheap 1 ; the likelihood of 
Interruption if users study at 
their awn office desks; and. 
especially, the problem of 
motivation and self-disci- 
pline. 

As Mr Kales at IBM puts 
it “A CD-Rom can provide 
good graphics - but the core 
question is whether you can 
force yourself to stick at it” 




But Roger Whitehead, direc- 
tor of the Office Futures con- 
sultancy, believes that a lot 
of document management is 
happening by default “The 
Internet and intranets have 
lowered the psychological 
barriers. Now document 
management is just included 
in an intranet as an extra 
feature. For example, Ora- 
cle’s Interoffice software 
costs $55 for a standard elec- 
tronic mall user; $395. if you 
want document management 
and workflow as well. It 
works as a mediating layer 
between the user and the 
Grade database." 

Some office workers are 
using document manage- 
ment without even realising 
it, adds Mr Whitehead. “Doc- 
ument management compa- 
nies such as Open Text are 
bundling their product with 
Internet software, snch as 
Netscape Server." 

One customer is United 
Airlines, which will be using 
OpenText’a Livelink WorkS- 
mart to improve its system 
for managing aircraft infor- 
mation. The software can be 
used with a standard Inter- 
net browser. Oracle's 
Hat trick - also designed for 
internet browsers - is even 
more compact. It provides 
editing and other features: 
all within two megabytes of 
Java code. 

"AU the really big sites - 
such as pharmaceuticals 
companies - have document 
management software 
already," says Mr White- 
head. “The market will only 
be there once document 
management becomes an 
everyday tool that can be 
used from anywhere.” 

□ Charles Abrams is speak- 
ing on document manage- 
ment and p ublishing at *t»p 
Gartner Group’s European 
Seminar in Cannes this 
week: see details, page 20. 


JBA System 21 - The 


Software For Integrating Growing Businesses 


.v*op 
■>.- 


'•■'V At.'; 1 :- 


44 i.OilTSS 200390 





£— 


"7 ” ' 


.TV. 







kemovable 

Suppliers leapfrog out 
of a sleepy backwater 




Developers of, the 
digital versatile 
disk (DVD) hope • 
to avoid a fierce 
‘format war 1 

R emovable storage^' 
once a sleepy bac&W&- 
ter of the IT industry, 
is going through a period of 
unprecedented change. Inno- 
vative storage formats are 
fighting to replace the age- 
ing CD- Rom, tape and floppy 
drives in tomorrow’s com- 
puters, and the increasing 
use of digital technology in 
consumer products creates 
new markets for storage ven- 
dors. Today's hard disks can 
store gigabytes erf data but 
as fast as the capacities 
grow, users always seem to 
need more disk space. 

Traditionally, there was 
no easy way to increase a 
computer's disk capacity, 
save installing a bigger disk 
- a costly and tricky opera- 
tion. But in 1995, the US 
company, Iomega, launched 
the Zip drive, whose simplic- 
ity and low price found a 
ready market with storage- 
hungry computer users and 


catapulted Iomega to sue-' 
cess. , t _ 

In tie*- first six months erf 
1997. 'Iomega’s sales rose 51 
per-cent to 5762m. The, Zip 
/drive, which £120 end 
jjses remQyajUeriqOhfB.-mag- 
netic cfiskS' prowfesa cheap 
and simple:-’ method of 
increasing a computer's data- 
storage . capacity.. Bach 
removable cfisK dusts just £J0 
and can store thie equivalent 
of 70 floppy disks. 

Iomega followed the Zip 
drive with a bigger-capacity, 
higher-performance version, 
called the Jaz. capable of 
storing 1GB. Syqnest, the 
established leader in remov- 
able storage, was caught off- 
guard by Iomega but has 
fought back by copying 
Iomega's strategy of rapid 
innovation, consumer-style 
marketing and aggressive 
pricing. 

The company's latest 

removable disk product, the 
SyJet, offers a huge L5GB 
capacity for just £280 and its 
performance is close to that 
of a fixed hard disk. 

Magneto-optical (MO) 
disks offer yet another stor- 
age option for users who 
have outgrown their hard 


disk. They are highly stable 
and thus ideal for archiving, 
though they are slower than 
.magnetic disks and more 
-expensive. The CD-Rom 
drive is today a standard fea- 
ture of desktop computers 
and while traditionally it has 
been used to play CD-Rom 
titles or install software, 
many more applications are 
- possible with the new 
recordable (CD-R) and 
rewritable (CD-RW) formats 
now entering the market 

“Rewritability and recor- 
dability are revolutionising 
the way people use CDs and 
demand for CD-R and 
CD-RW media is growing 
rapidly,'’ says Adrian Law- 
son, ma-rlrotTng - mang pr for 
storage products at Hew- 
lett-Packard. CDs can store 
650 MB and provide a robust 
a nd relatively cheap alterna- 
tive to removable magnetic 
storage^ 

CD- Roms traditionally bad 
to be pressed in a factory 
and the data they contain 
could not be altered, but the 
CD-R and CD-RW formats 
overcome these drawbacks. 
The CD-R is a permanent 
medium and once data is 
•'burnt'’ on to the dt«k using 


a CD-R drive, it cannot be 
changed. The CD-RW, in con- 
trast, is designed to be used 
mare like a removable mag- 
netic disk and tha disk ray i 
be re-recorded up to a 1,000 
times using a CD-RW drive. 
The high cost of the drives 
held back CD-R in the past 

but prices have dropped dra- 
matically from more than 
£1,500 in 1996 to less than 
£300 today. 

CDRW is a much newer 
format but the first drives 
and media are already avail- 
able at prices similar to 
CD-R. According to research- 
ers at Strategic Marketing 
Decisions, the worldwide 
market for CD-R and CDRW 
disks Is expected to grow 
from onfap units this year to 
nearly 350m in 1998. 

T he 650MB capacity of a 
CD may seem suffi- 
cient for most applica- 
tions. but the industry is 
poised to launch a higher 
capacity n prtr«1 disk, wilted 
the Digital Versatile Disk 
(DVD), which it hopes will 
be widely adopted by the 
consumer electronics and it 
industries. 

DVD is going to be the 



Dlgfte! st or age technologies ere opening new markets In the home en te rtainment and computer games market 


bridge between consumer 
and computer applications.'* 
says Yoshito Tsunoda. a rep- 
resentative for Hitachi in the 
DVD Forum - a ten-com- 
pany grouping set up to 
hopefully avoid the “format 
wars" that have plagued the ' 
storage industry. It has. had 
only limited success as two 
members, Sony and Philips, 
recently announced they 
would develop a rival stan- 
dard for rewritable DVDs. 

DVDs resemble CDs but 
will only play on a DVD 
drive which can, however, 
also play CDs. The basic 
DVD capacity is 4.7GB - 
seven times that of a CD - 
but there are variants up to 
17 GB. Like the CD. the DVD 


comes in several formats. 
The first to be launched is 
DVD-Video, which Holly- 
wood hopes will replace the 
video cassette as the stan- 
dard for pre-recorded films. 
The first DVD-Video titles 
and players are due in US 
.stores before Christmas. 
DVD-Video will be followed 
next year by DVD-Rom, 
.DVD-R and DVD-Ram drives, 
which are aimed at IT appli- 
cations and correspond func- 
tionally to the CD-Rom. 
CD-R and CD-RW. 

“As soon as DVD-Video 
gets off the ground there will 
be a serious effort by PC 
companies to promote DVD 
drives,” says Koji Hase, 
Toshiba’s general manager 


for DVD products. He pre- 
dicts 80 per cent of the 100m 
PCs sold in 2001 will have 
DVD. 

Intel and Microsoft are 
committed to the new format 
and Microsoft’s forthcoming 
Windows 98 operating sys- 
tem will be optimised to 
work with DVD drives. 

Last month, three of the 
forum members held an 
“interoperability" demon- 
stration to show that DVD 
media recorded on the drives 
of one vendor could be 
played on the drives of 
another. The aim was to 
allay fears of a repeat of the 
incompatibility problems 
that have plagued CD-R, for 
example. 


;HMWD ; pW¥e.TE«W^ 




O ver the last ten 
years, hard drive 
technology has been 
showing tremendous 
increases in performance 
and in storage capacity, but 
it receives a fraction of the 
limelight that advances in 
microprocessors receive. Yet 
hard drive technology has 
been improving faster than 
the celebrated Moore's law - 
coined by Intel's chairman 
emeritus, Gordon Moore - 
which states that 
microprocessor performance 
doubles every 18 to 24 
months. 

“Hard drive capacity has 
been growing by more than 
60 per cent per year and will 
continue that way at least 
for several more years,” says 
David Walling, strategic 
business manager for IBM’s 


'Bloatware’ drives demand for storage 

The fast-growing worldwide market for hard drives will exceed $75bn in the year 2000, compared to $34bn this year 


disk drive business. 

If everything goes 
according to plan and 
companies unveil thn 
products we think they will, 
hard drive capacities could 
increase by as much as 90 
per cent this year alone.” 
says hard drive industry 
analyst Robert Katzrve. vice 
president of US market 
research company. Disk/ 
Trend. 

IBM invented the disk 
drive in 1954 - it was able to 
store an impressive.5 Mbytes 
on a disk 26 inches in 
diameter, a dinosaur 
compared with, today’s 3J> 


inch drives that store as 
much as 5 gigabytes. 

The invention erf disk 
drives was important, since 
it provided a relatively 
cheap storage medium with 
the benefits of random 
access, unlike magnetic tapp 
storage systems that provide 
only serial data access. With 
random acc ess data storage, 
computer systems could be 
built with higher 
performance, something 
which is still true today. 

The market for hard drives 
will exceed $75bn worldwide 
in the year 2000 compered 
with about $34bn this year. 


as the hard drive marke t 
continues to grow rapidly, 
according to analysts at 
Diskflhend. 

The high d eman d for disk 
drives is coming from all 
sectors of the computer 
industry: from notebook 
computers to desktop PCs, 
servers and mainframes. 
Unit shipments are forecast 
to reach 126m in 1997, 
compared with 105m in 1996. 
and will reach 201m in 2000. 

Software applications are 
also getting much larger, 
driving demand for more 
data storage. “They don't 
can applications ‘bloatware’ 


for nothing." points out Mr 
Katzive. And with the 
mr panriing - use of the 
Internet and intranets, plus 
developments such as digital 
TV and digital video on 
demand, there is an 
ever-growing need for 
“bit-buckets" - huge banks 
of disk drives able to store 
large amounts of video and 
other data. As unit 
shipments increase, the data 
storage capacity of hard 
drives iS also inn-pa sing in 
1996, the market was 
dominated by 1 to 2 gigabyte 
hard drives and by 2000, 
Disk/Trend forecasts that 10 


and 20 gigabytes drives will 
dominate shipments. 

“The rigid drive industry 
is growing at spectacular 
rates and it will maintain a 
growth rate that many other 
industries would love to 
have,” says James Porter, 
president of Disk/Trend. 

IBM has managed to keep 
its lead in hard drive 
technologies because of its 
focus on increasing ‘areal’ 
density - the number of bits 
that can be stored in a 
square inch of hard disk. 
“We are shipping hard 
drives with an areal density 
of 2.64 gigabytes per square 


inch and we have also 
demonstrated 5 gigabytes 
per square inch in the lab." 
says IBM’s Mr Walling. 

IBM recently announced a 
Thinkpad portable computer 
with an 8 gigabyte capacity 
hard drive, the largest 
available on a note book 
computer, demonstrating 
bow its bard drive 
technology helps it keep a 
competitive edge in portable 
and desktop computer 
markets. 

IBM’s progress on 
increasing areal density still 
bag more than ten years to 
go before it starts to bit 


However, disk manufactur- 
ers admit that DVD media is 
more difficult to make than 
CDs and Intel, when it tested 
40 DVD-Rom titles on 25 
systems, found that two- 
thirds were incompatible. 
Analysts have once again 
had to push back their fore- 
casts because of these prob- 
lems. but they believe DVD 
will ultimately be successful 
- “1996 will be a much qui- 
eter year Ithan predicted], 
but we are confident that the 
compatibility problems are 
well on Lhe way to being 
resolved." says Julie 
Schwerin, chairman and 
chief executive officer of 
market research company, 
Infotech. 


some physical limits. “As 
you make a data bit smaller 
and smaller, it begins to be 
affected by very minor 
temperature fluctuations at 
room temperature, so we 
have to find a way around 
that or move to new types or 
storage technologies." says 
Mr Walline. These could 
include holographic systems 
and nanotechnology, but 
these are still highly 
experimental technologies. 

So far. magnetic data 
storage technologies such as 
those used in computer hard 
drives, have offered the best 
combination of data storage 
capacity and performance. 
Optical data storage has held 
a promise of high storage 
capacity at a very low price. 


Tom to page 17 
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□formation technology 
is playing a crucial 
role in finding 1 - and 
keeping - customers. 
It is becoming more 
important in the three tradi- 
tional sales channels of 
direct mail, telephone and 
face-to-face sales, whilst 
adding electronic communi- 
cation via the Internet as a 
fourth channel 
Traditionally, direct mail 
has a reputation for being 
wasteful in terms of both 
high costs and low response 
rates. Now. however, many 
large businesses involved in 
this area are setting up data 

warehouses to gain a 
detailed view of individual 
customers. This information 
is often combined with 
bought-in external demo- 
graphic or lifestyle data. 

Thus, dam mini ng tools 
allow marketing depart- 
ments to segment groups of 
customers and develop 
highly targetted mail cam- 


How IT helps to 
maximize sales 

In the telephony area, many more companies are now making use of call 
centres to handle direct sales and customer responses, says Rod Newing 




Sales and 
marketing 
systems 

Here and on the 
facing page, FT 
writers examine the 
impact of IT in the 
marketplace 


paigns. This is reducing the 
size of mailings while boost- 
ing the response rate. 

In the telephony area, the 
use of call centres is likely to 
increase by 95 per cent in 
the UK in the coming year, 
according to a new Softworld 
survey. These systems han- 
dle both outgoing direct sell- 
ing activities and customers' 
responses to direct mail, (see 
also case study, below, right). 
Again, these call centres are 
driven in their direct selling 
by the data warehouse and 


the results of data mining. 

Even face-to-face commu- 
nication is being made easier 
through the use of video-con- 
ferencing. Whilst the tech- 
nology and infrastructure is 
still relatively crude, most 
sales people rightly shun 
using it with people they 
have never met. However, 
once the necessary relation- 
ships have been established 
through face-to-face meet- 
ings, video-conferencing can 
be very effective in saving 
the sales executive’s travel- 
ling time. 

Electronic communication 
across the Internet is provid- 
ing a fourth channel of com- 
munication through e-mail 
and publishing data on Web 
sites. Even more impor- 
tantly, organisations are 
creating extended enter- 
prises by giving their best 
customers direct access 
across the Internet to their 
internal corporate intranet 
a nd Into their mam business 
systems. This allows custom- 
ers to check availability and 
delivery times and enter 
orders directly, eliminating 
the cost of order-takers. 

Integrated sales and mar- 
keting software is also being 
used to support the sales and 
mnrbpting department, help- 
ing to manage campaigns, 
provide contact details, track 
and record customer Interac- 
tions, track prospect status, 
manage the pipeline and 
generally help the sales exec- 
utives to manage their thru* 
and co-ordinate their actions 
more effectively. Corporate 
intranets are now being 
extended to allow field sales 
executives to access all then- 
support systems across the 
Internet This may be for the 
cost of a local telephone call, 
wherever they are in the 
world. 

One of the challenges of 
having four channels of com- 
munication with the cus- 
tomer is that it raises the 
need to synchronise data 
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between the four channels, 
ensuring that the same prod- 
ucts, specifications and 
prices are consistent across 
the channels. This should 
not be a problem if they are 
all driven from the same 
central database. 

There is also a big man- 
agement challenge to be 
faced with an additional 
channel, because customers 
will judge their suppliers by 


the quality of their weakest 
channel. Although the Inter- 
net offers enormous opportu- 
nity, it Is still immature and 
If not handled correctly 
could damage brand loyalty 
which has been carefully 
built up through high qual- 
ity use of the other channels. 

“We are seeing a move 
away from first generation 
direct mailing software, 
because organisations want 



Customers are increasingly fickle, but data mining helps to ensure 
that companies meet shoppers' expectations 


to efficiently integrate their 
m ailing with their other 
mail, telephone and e-mail 
systems," observes Gareth 
Hershel, research analyst for 
technology enabled relation- 
ship management at the 
Gartner Group. 

“The data warehouse pro- 
vides the focal point. And as 
it is constantly updated, it 
can cope with the shorter 
cycle times involved in elec- 
tronic trading.’' 

A new report (see facing 
page) indicates that in the 
UK. at least, data warehous- 
ing is still “hopelessly mis- 
understood” by many mar- 
keting teams. However, 
among those companies that 
do grasp the significance of 
the technology, much of the 
focus of system vendors' 
marketing is upon the use of 
data mining software to dis- 
cover hidden patterns and 
relationships in the data. 

Savacentre, the UK hyper- 
market Chain , hunt a data 
warehouse in response to a 
specific request from the 
business for better informa- 
tion about customers and 
products and to help the 
marketing department 
understand information 
derived from its customer 
loyalty scheme. 

“We are very much into 
data mining, as it provides 
more information about cus- 
tomers," says Bob Jones, 
Savacentre’s systems devel- 
opment manager. “Shopping 
baskets give clearer facts 


IT systems in sales and marketing 
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than market research, which 
may ■ provide impressions 
that shoppers want you to 
hear. Data mining allows us 
to focus our services more in 
line with customer's require- 
ments and actual shopping 
habits." 

Customers are fickle, but 
flatamining helps to ensure 
that the company meets 
shoppers’ expectations. “The 
slightest thing can cause 
them to move to a competi- 
tor," says Mr Jones. “Data 
mining doesn't replace the 
need for a good check-out 
service, but it does help us 
to focus on keeping regular 
customers, which is cheaper 
than gaining new custom- 
ers." 

Clive Burrows, author of 
an Ovum research report on 
sales force automation, has 
been tracking the packaged 
software market for many 
years. “There is a strong 
trend for merging between 


call centre, sales force auto- 
mation and help-desk soft- 
ware," he says. “Most pack- 
ages integration, but 

only the larger vendors have 
true integration with a com- 
mon database." 

Sales prospect details are 
transferred from the data- 
base and allocated to the rel- 
evant sales territory. The 
salesman is then able to 
refer to previous Interactions 
with the call centre of tech- 
nical problems dealt with by 
the help desk. 

Sales marketing soft- 
ware is an area that has 
been neglected by the enter- 
prise resource planning 
(ERP) vendors. The market 
started with small geograph- 
ical and vertical market ven- 
dors providing a 'best-of- 
breed’ solution, says Jeff 
Golterman at the Gartner 
Group. 

. “Only recently have global 
vendors emerged, such as 


Siebel Vantive. Aurum and 
Scopus - although Baan. a 
vendor of ERP systems, has 
purchased Aurum, and SAP 
and Oracle are strengthen- 
ing their own modules, the 
suppliers will survive 
because they are offering 
richer functionality, a stron- 
ger architecture and support 
for the mobile user." 

□ Online Information 97: 
conference and exhibition: 
London, Decomber 9-11: see 
details, page 21. 

□ Dialing far Dollars: The 
Yankee Group’s pan-Euro- 
pean call centre conference, 
November 24-26, Amsterdam. 
TeL +44 1923 246 511. 

fist +44 1923 247 566. 

□ Data Warehousing 97. 
European conference and 
exhibition, Olympia, London 
November 18-19: details avail- 
able from Business Intelli- 
gence on telephone +44 (0) 181 
879 3355. 
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Now Compaq targets smaller users 

A longtime PC supplier to big corporations, Compaq launches a new service for small to medium-sized companies 


C ompaq, the world's 
largest personal com- 
puter manufacturer, 
plans to increase its sales 
among smaller firms by 
adopting the most advanced 
call centre software. 

In Scotland, at the compa- 
ny’s new centre in Glasgow 
- which opened in July - it 
uses a database marketing 
system from the US software 
developer, SiebeL 
Compaq's chief executive 
Eckhard Pfeiffer has set a 
goal of pushing bis company 
up from fifth to third place 
in the league of the largest 
Information technology sup- 
pliers by the year 2000. 

To do this it wfil have to 
outpace others In the fast- 
growing PC sector and 
increase its market share 
among small and medium- 
sized enterprises (SMEs), 
which it defines as those 
with fewer than 500 employ- 
ees. 

Compaq has long been a 
favourite supplier of the 
large corporations, with a 
market share of more than 
20 per cent in some coun- 
tries, but among smaller 
users it is less strong, with a 
share typically of only 
around 10 per cent or less. 

In particular, the company 


needs to match and - if pos- 
sible - overtake the impres- 
sive growth rate of direct’ 
selling PC manufacturers, 
such as DelL 

Its ambitious growth tar- 
get made many people in the 
industry think it was about 
to abandon its long-estab- 
lished policy of selling only 
through indirect channels 
and move into direct selling 
to the SMEs. 

But up to now it has only 
launched a pilot project to 
sell a very limited range of 
products into the home 
office sector. For the rest, it 
has set itself to work more 
closely with its resellers. 

It wants to use those 
resellers, of whom there are 
2£00 in the UK, to win over 
more users in the SME sec- 
tor, for example by persuad- 
ing them to look less at the 
relatively high purchase 
price of its PCs and more at 
the long-term cost of owner- 
ship. where it believes it has 
a clear advantage. 

Complex messages of tins 
kind cannot easily be put 
across In advertisements and 
require it to create much 
closer relationships with 
SMEs. Compaq realised it 
had to get to know these 
firms much better and not 



COMPAQ. 

Ekftard Pfeiffer, president of 
Compaq, the PC maker, which 
alms to move up from fifth to 
third place in the world league 
of top rT suppliers 

meet them tor the first time 
at the bidding stage, when 
their minds were often 
already made up. 

This strategy led to the 
establishment of the Glas- 
gow call centre, which is 
managed by Teledata. Scot- 
tish Power's call centre out- 
sourcing firm. 

Glasgow was chosen 


because Compaq wanted to 
work with Teledata and 
thought the city would pro- 
vide it with a pool of suit- 
ably skilled graduate labour. 
There were already a num- 
ber of call centres for* file' 
computer industry in the 
area. 

The new centre at present 
houses only 120 agents and 
support staff but it looks 
likely to expand into one of 
the largest in the industry in 
the UK. 

Britain is the first country 
in which Compaq has set up 
such a centre and if success- 
ful it could become the pat- 
tern for the way the com- 
pany does business in other 
countries. 

Compaq believes the sup- 
port of the centre will enable 
its resellers to do a better job 
for it and to persuade them 
to give a higher priority to 
its PCs when selling to 
SMEs. 

To build closer relation- 
ships with SMEs, Compaq 
decided it was essential to 
instal a hi g hl y flexible and 
scale able database market- 
ing system, capable of track- 
ing every contact with a cus- 
tomer or prospect and of 
providing a response fitted 
to w flc h individual customer. 


“In the past our culture 
has been that only the big 
ones really mattered," says 
Adam Denton, Compaq’s 
marketing manager. '“Now 
we have changed - and we 
are treating everyone who 
calls as important" 

After a survey of the soft- 
ware products available, the 
company decided on the Sie- 
bel system, which had 
mainly been used for 
account management and 
had to be tailored to the 
requirements of a call cen- 
tre. Compaq is among the 
first to apply Siebel software 
in this way. 

Requirements 

New user interfaces were 
developed to meet toe differ- 
ent requirements of the in- 
bound and out-bound teams, 
to make it as easy as possi- 
ble tor all of toe staff to use 
the system. 

Compaq decided to set up 
the centre in March and was 
able to tailor toe software 
and put its new recruits 
through a month’s training 
in time to open for business 
in July. 

It believes the centre 
should help to boost sales 
because trials showed that 


people were five times more 
likely to respond to an 
advertisement if it carried a 
Compaq number to call than 
if It had a reseller’s number. 
Advertisements are there- 
fore being re-designed to 
encourage people to call the 
centre. 

It also houses a channel 
support team, whose job it is 
to put callers in contact with 
load distributors, accredited 
resellers and dealers and to 
follow up and check that the 
caller has received the ser- 
vice required. 

“In this way we can find 
out much more about what 
our customers want and if 
they do not buy from us, 
why not,” says Mr Denton. 

It is hoped that through 
the use of the Siebel system 
resellers will get more and 
better qualified leads 
referred to them and a 
higher proportion of these 
will be turned into new buai- 


It is still too early to make 
a judgement on the effective- 
ness of the operation, but 
Denton says it is beginning 
to make a contribution and 
the possibilities look 
extremely promising. “It is 
already proving to have been 
a good decision,” he says. 
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Prospect of fewer feet on the street 


Electronic trading threatens to remove the 
role of the sales force as an ‘interface* 
between a company and its customers 


T he Internet is starting to 
have what will soon be a 
huge impact on trade. It is 
estimated to grow from $8bn this 
year in the US alone to $327bn by 
20C2, according to independent 
analysts Forrester Research, (http: 
jlwwwjarrester.com). 

Forrester believes that the 
Internet has the benefit of offering 
information exchange on demand 
at any time. It also provides rich 
dynamic content at lower coat and 
customised information and 
services tailored to individual 

corporate buyers. This all serves to 
make electronic trade more 
efficient and cheaper. 

This is likely to have a dramatic 
Impact on the traditional role of 
toe sales force. But at the 
relatively lower end of the scale, 
where the sale is not highly priced 
and the sales person is essentially 
an order-taker, they are likely to be 
replaced by call centres and 
electronic commerce. “Such people 
add no value, so they will die out," 
predicts Mr Chris Mathias, 
chairman of relationship 
marketing consultants Conduit - 
fSo mmim iratinns . (http: // 
www.conduxLco.uk or http: // 
www.condmt+iStLOom). 

At the opposite end of the 
spectrum, high value purchases 


A 


have traditionally involved sales 
executives in many of the stages of 
the buying process, including 
stimulation, needs recognition, 
information provision, negotiation, 
d edstaa-ma king , fulfilment and 
repeat business. 

Data warehouses with 
Web-enabled front ends offer the 
opportunity to take away much of 
the routine stimulation and needs 
recognition from the sales force. 
Electronic fnail rnwgaag gs can 
stimulate and identify the need 
while the Web site can take the 
burden of Information provision 
from sales executives. 

Power transfer 

The drawback to all this is that toe 
sales force may be denied their 
own information-gathering 
exercise, carried out In early 
meetings, which may move some of 
toe power of the sales force to the 
buyer. 

“Buyers will self-serve with 
information because it is so easy to 
do," says Mr Mathias' “They won’t 
let the sales people in until the 
shortlist stage, as it wastes too 
much of their time. The sales force 
will lose its role in stimulus and 
need recognition.'’ 

Richard Griffiths, principal 




consultant at the management 
consultancy Winchester White, 
sees the sales force under pressure 
from their own organisation, as 
well “Around 57 per cent of their 
time is spent finding prospects and 
only 13 per cent in a contact 
leading to a sale. Businesses won't 
be able to afford these costs and 
win use electronic means to reduce 
the expense." 

One advantage of this process is 
that buyers will pre-qualify 
themselves. By the time the vendor 
is on the short list, the prospect 
already has a relationship through 
the Web site and call centre and is 
“serious about buying," says Mr 
Gareth Hershel, research analyst 
for technology enabled relationship 
management at Gartner Group, the 
independent analysts. 

“The pre-qualification is done 
and the salesman will have details 
of previous interactions with the 
Web Bite database, if it collects 
registration information, and with 
the call centre." ' 

With toe Internet dealing with 
toe detail sales executives can 
concentrate on using their g kffiq to 
add value, which will primarily be 
in negotiation, once they have been.' 
put on to the short list The sales 
force for this will be much smaller, 
but much more skilled at 
negotiation and closing. They will 
be relieved of their information 
distribution and groundwork •' * 
burden. However, technology wfll : 
help them to deal with more •' 


customers by using diary and 
scheduling software. TwtMai 
face-to-face meetings may even be 
replaced later in the negotiation 
with video conference calls. 

Clearly, there is s till a role tor 
people In the Information 
-gathering stage through links to 
call centres from web pages. 
“Purchasers win be able to talk to 
people through the web site, using 
a microphone on their PC," 
predicts Martin Shields, senior vice 
president for global marketing at 
Si tel Corporation (http: // 

www- siteL com) which c laims to be 
the world’s largest call centre 
provider. 

“People say the Web site is king, 
which is nonsense - and you won't 
do away with people altogether,” 
he says. 

Need for dialogue 

Mr Shields points out that if 
purchasers come tea Web site with 
preivogrammed questions, they 
only receive answers to those 
questions. “They don't ask any 
other because there is no facility, 
so you definitely need to maintain 
a dialogue with your customers. It 
is a blend of technology and people 
and the purchaser will continue to 
want to have access to both, 
although the ratios may change." 

One problem with excluding the 
sales force from toe early 
Information, gathering stage is 
allowing customers to see price too 


early in the cycle, before their 
needs have been assessed and th< 
benefits of the solution, establish^ 
by the sales executive. There is a 
danger that customers could 
shm-t-list the cheapest solution, 
rather than the most cost-effecti* 
or one which haw the most 
potential for competitive 
advantage. 

“It depends on the nature of tb 
Purchase,” suggests Mr HersheL 
you just want a commodity PC, 
you can go to Dell’s Web site and 
get toe price and place an order. ! 
you want a high level of support, 
you can go to IBM’s Web site 
where they won’t quote you 
prices." 

This, of course, brings in the 
whole debate about the role of 
brand positioning on the Interne! 
which has yet to be put to the tes 

Clearly, electronic trading 
threatens to remove the role of tl 
sales force as an interface betwee 
customer by putting organisatior 
in direct contact with their 
customers. Hie sales force of the 
future win be smaller, because th 
routine field and administrative 
work will be handled 
electronically. 

“The impact of electronic tradi: 
will be brutal in low value sales, 
but intense in high valud sales," 
concludes Mr Mathias. "In toe 
meantime, the sates force r 
automation software vendors are 
automating a process that will 
disappear!" 
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customers 


sales force automation software 
nas long been popular, there is also a 
growing trend toward the use of 
handheld computers by salespeople 


I t has been called by a 
variety of terms: contact 
management, relation- 
ship marketing software 
sales force automation. 
Wha tever the name, soft 
ware designed to help sales- 
people more effectively keep 
track of their contact with 
customers is gaining in pop. 
ularity as its potential to 
ease the/ relationship 
between the customer and 
the salesperson is realised. 

Contact rrmnggprrwmt soft- 
ware can keep a record of 
when a salesperson last 
made contact with a client, 
when (car if) they agreed to 
speak again, what the con- 
tent of the conversation was, 
which products Of any) , were 
sold, how much was spent 
and, perhaps, why the prod- 
ucts were purchased- - 
This information is In 
addition to' the basic details 
of address, phone' number, 
fax number and other essen- 
tials that any simple address 
bobk/database will haweic 
for the user. 

While sales of contact 
management software have 
soared in recent years - 
with titles such, as ACT!, 
GoldMine, and Maximizer 
making an impact in North 
America and Europe - sev- 
eral trends have started to 
change the nature of contac t 
manag ement applications. . 
The first of these is the 


■ move toward the use. of ban. 
dheld computers by sales- 
people, 

>'The release <if Windows 
CE 2L0, the “next generation" 
handheld computer operat- 
ing system produced by 
Microsoft last month, is 
encouraging many of the 
iwiitiiip fights in ft* contact , 
management software arena 
. to create Windows- CE 2.0 
versions of their products. 

This is not only because it 
bears the name Windows Can 
operating system an which 
most contact management 
app&caticBis already run) hut 
also because Windows CE io 
provides a number of fear 
tores that are particularly 
attractive to mobile sales 
forces. 

These include a ‘pocket’ 
version of the popular Pow- 
erPoint presentation graph- 
ics application, the ability to 
use a colour display tort the 
integration of electronic mail 
functions. 

All these functions make it 
much mare likely that sales- 
people will use a handheld 
computer in the first place - 
thereby strengthening the 
argument for contact man/ 
agement software developers 
to create versions for Win- 
dows CE-based handheld 

Evidence that providers 
are finding the case compel- 
ling 'comes in the form of 


fSarvaitiim contact manage- 
ment developer' Pivotal Soft- 
ware, which recently decided 
to create a version of its 
Relatixmahip Web Client soft- 
ware for use with Windows 
CE gjflifo pfyd Twmilhplfl PQs. 

The so ft wa r e is aimed at 
pravkHhg users with Inter- 
. net and Intranet (internal 
. com pany netw ork) access to 
the. company's client/server 

ptmtert TTiftim^miiB TYt appli- 
cation through a standard 
web bro w ser. 

And, when used an a Win- 
dows CE SLO-based handheld 
computer. - the. software 
allows remote sales people, 
field marketing and s u pp or t 
Tfi priwwi fati T i ffl to a/i>ipBg and 
update customer and pros- 
pect information, as well as 
run goaiies and reports, 
using a handheld PC, via the 
Internet. 

Secure and easy 
to use 

The idea is that corporate 
customers can use this toft- 
ware on a Windows CE- 
based handheld computer, 
combined with Internet 
access, to provide a secure, 
low cost, easy-to-use and 
easy-to-administer virtual 
wide area network. 

Pivotal Software says that 
the development wfll mean 
that changes made to the 
enterprise database using its 
software - such as orders or 
contact reports filed by 
salespeople - are instantly 
available to local area net- 
work-based users and auto- 


matically sent to mobile 
users .through a “data syn- 
chronisation” utility 
included in the Web 
hrowserbased software/ 

The aim is to provide what 
Pivotal Software calls a “vir- 
tual customer knowledge 
base" that every o ne In the 
company can use to obtain 
up-to-themiifiite information 
on product sa les and client 
relationships. ■ 

The interest by corpora- 
tions in natng handheld com- 
puters in *bfa way .was high- 
lighted, once again in 
Canada, a few weeks ago 
when Compaq Canada 
anno unced that It had sold 
30 Compaq PC Companion 
handheld computers to the 
Canadian retail product mer- 
chandising organisation. 
Sales and Merchandising 
Group, for use as sales force 
automation tools. 

These Compaq systems are 
replacing the heavier note- 
book PCs used by the S & 
MG sales force for individual 
customer retail outlet Inven- 
tory management, Internet 
communications, customer 
contact list development, 
appointment scheduling 
to-do fist creation. 

“While notebook PCs have 
proven to be excellent 
mobile communications 
tools, our sales force was 

finding therm too heavy to 
win- y mti imii for what they 
wanted to do,” explains 
Gerry Henstra, director of 
Information Resources at 
Sales and Merchandising. 

“Now they can perform 
the «ame tanka on a han- 


dheld computer weighing 
less than a pound that can 
be clipped into a jacket 
pocket” 

The other big issue facing 
contact management soft- 
ware developers is how to 
best make 'use of the Inter- 
net, e-mail and desktop 
applications that have 
become popular, such as 
browsers and e-mail soft- 
ware. It was these trends, far 
e yflm p lp , that prrBn p lHd Van- 

couver-based Maximixer 
Technologies to launch its 
‘Maximizer 975s’ for Win- 
dows 95, (the Ts’ stands for 
Internet Savvy), earlier this 
year. 

This product added elec- 
tronic mall capabilities 
Internet integration to the 
company’s «*gjgfing Maxim- 
izer contact management 
software and also provided 
integration with the popular 
Microsoft Outlook 97 email/ 
scheduling/address hook 
package that comes bundled 
with Microsoft Office 97. 

This meant that users 
not have to give up informa- 
tion that had already been 
keyed into Outlook to bene- 
fit from using Maximizer 97. 

Contact management 
applications are likely to 
continue evolving as custom- 
ers become increasingly 
demanding - looking for 

Hrrmo farm of Tntgrm»t con- 
nectivity, tight integration 
with e-mail and a measure of 
presentation graphics func- 
tion as well as firm coupling 
with the contact manage- 
ment functions of handheld 
computers. 



Exploring the worid of books via Watarmtone’s kiosks at the new Glasgow superstore 


fty MJchaei Wiltshire :’ r \ 

Pioneering' system to 
assist book buyers 

Bookstore chain launches an in-store intranet with details 
of more than a million titles 


Technology still ‘widely misunderstood’ 


Companies’ 
marketing efforts 


hampered by. 
ineffective IT / 
systems 

D ata ‘'warehousing 
remains widely mis- 
understood by . non 
IT-professtonals, . according 
to new research which also 
shqwsfoajt^iparkethtg teams 
prefer to tackle customer 
information .problems 
through market, research, 
rather than : improving IT 
systems. ' 

The .report,' by .~KPMG 
Management Consulting, 


questioned sales, marketing 
and business development 
directors in more than 300 
UK companies, with turn- 
overs of between {Un.lo 
£4bn, about their ability to 
utilise Information within 
their companies, the effec- 
tiveness ' of the their . IT 
systems and their percep- 
tions and usage of data 
-warehousing: . 

The survey found high 

- levels of dtwarfbifafftm giHi 
existing IT systems in serv- 
ing: marketing needs, but 
low levels of awareness 
about tiie role of data ware- 
housing in supporting of 
marketing. Key findings 
include: ' 


• Almost one-in-three 
respondents were totally 
unaware of the term ‘date 
warehousing’. Only two-in- 
five respondents were able 
to define the term correctly. 

.# Only 16 per cent of 
respondents with a data 
.warehouse had measured its 
raiiirn nn Wtroriiiidiil. - 

• Fewer than one-in-ten 
respondents rated IT as 
“extremely effective” In 
creating or Improvin g cus- 
tomer Information systems. 

. Eleven per cent of 
respondents blamed the 
ineffectiveness of their IT 
systems on a “lack of infor- 
mation”, while S per cent 
found it too difficult to 


imrtch individual needs. 

• In all, 46 per cent of 
respondents did not consider 
their information systems to 
be effective in generating 
information for marketing 
activities. - 

David Stone , pri n cipal 
consultant with KPMG, says 
it Is surprising that market- 
ing professionals have a low 
awareness of data warehous- 
ing. It is stQl widely nrisun- 
dHistocMt but it is the only 
available technology that 
gives decision-makers access 
to all relevant information 
and also enables them to 
interrogate and use that 
information creatively, 
rather than Just viewing 


static data, he says 

One reason for the lack of 
understanding is the atti- 
tude of business towards 
technology. Paul Baker, a 
partner with KPMG, com- 
ments: “Business profession- 
als without an IT back- 
ground are often 
discouraged by references to 
IT. But in this information 
age, competitive advantage 
is increasingly dependent on 
well though tout and imple- 
mented technologies.” 

For a copy of the res earch 
report, call Georgina Ship- 
sey at KPMG on 44 (0) 171 
311 8865. 

- Michael Wiltshire 


W aterstone’s. the 
upmarket book- 
store chain, has 
launched a retail intranet at 
its new Glasgow superstore, 
in what is claimed to be a 
pioneering IT project in the 
UK retail sector. 

The intranet - a private 
network, based on Internet 
technology - provides live 
book-stock information to 
customers. In-store shoppers 
use kiosks, pictured above, 
to interact with Waterstone's 
database, which includes a 
million book and CD-Rom 
titles. 

The aims of the project 
which is already proving 
popular with customers, are 
to enhance the average book 
buyer’s shopping experience 
and enhance Waterstone's 
reputation as an innovative 
retailer. “We will he closely 
monitoring customer-re- 
sponse to see how the proj- 
ect can be developed,” says 
Waterstone's spokesman, 
Stuart Lawson. 

Staff know the intranet as 
'Ossian', a name deeply 
rooted in ancient Scottish lit- 
erature. To attract custom- 
ers, Ossian uses a sequence 
of 'pages' on terminal 
screens, askingzHaven't you 
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Vantive system boosts Network General 


Field sales staff 
and the telesales 
team work well 
together, without 
complications 

N etwork .General, a US 
software company, 
says it has boosted 
the productivity ctf its tele- 
sales (deration dramatically 
by installing a hew system 
from Vantive. 

The company, which had 
sales of $25Qm last year, is 
best known for its Sniffer 
network traffic monitoring 
system. . SnHfer has achieved 
a market share of around 60' 
per «**>* mainly because it 
helps network managers to 
control and optimize the per- 
formance of their networks. 

Based in Menlo Park, Cal- 
ifornia, Network General has 
expanded its range to cover 


air aspects of fimlt detection 
and performance monitor- 
ing. It has gro wn at 30 per 
cent a year for the past 
seven years, which has cre- 
ated some big challenges for 
its mamgwg wet * 

One of the wafa problems 
has been how to sustain 
such a growth, rate without 
an equal increase in the 
number of staff, particularly 
to supp o rt sales and market- 
ing.; 

Its response to this situa- 
tion was to set up a telesales 
department, in order to gafa 
a crucial advantage over 
competitors who did hot 
have such an arm to their 
business. The aim was to 
reduce the average cost of 
sale and at the same time 
' provide better service to cus- 
tomers. 

It was essential to make 
the best possible use of this 
heiw group of 40 people; by 
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integrating their work with 
that of the customer support 
and technical support 
operations. Integration was 
seen to the key to spotting 
sales opportunities and 
ensuring that they were 
turned into new business. 

Last year the company 
decided to invest in a new 
software' system because it 
h a d outgrown the capabili- 
ties of the system then in 
use. It could not make sales 
forecasts, nor could it track 
the progress of leads from its 
marketing efforts. 

Questions 

The TWflnagwmmt M no 

Idea what proportion of 
leads turned into business, 
so it could not properly 
assess the effectiveness of its 
marketing programmes. 

Chief Information officer 
Jim Whittaker began to 
study the field- for sates and 
marketing software. “We 
wanted something that 
worked out of the box - and 
fra: a lot of products the mar- 
keting is ' way ahead ' of the 
performance - and also 
something which was scal- 
able and could keep up with 
our growing number of 
users.” . 

In the research Vantxve’s 
name-kept coming up as the 
best product, says Mr Whit-. 


taker. “Time was of the 
essence for us, I did not 
want a prolonged assess- 
ment cycle, so I put on a 
demons tration for our users 
and they were quickly con- 
vinced. 

"Vantive was a well inte- 
grated suite of applications 
so that we would nothave to 
learn about a lot of different 
products and then have to 
integrate them ourselves. 

“All our applica t ions now 
use a single, accurate data- 
base which means that who- 
ever is dealing with the cus- 
tomer is able to provide a 
good service based an all the 
information about that cus- 
tomer. If a problem is 
reported, we can tell at once 
if anyone else has reported 
the same problem.” - 

It took 60 days to get the 
telesales operation up and 
running and 90 days to 
inatfll the system for the 
technical support staff. The 
system serves over 200 users 
In California, Oregon and 

London. Telesales staff are 
flWn to handle many more 
ral\a to a day, bo their con- 

trlbition to company reve- 
nue has soared, says Mr 
Whittaker. Knowing what 
software customers have 
enables staff to propose addi- 
tiona and upgrades. 

The system has improved 

efficiency by eliminating a 


number of manual processes 
such as sending out letters 
to customers when their con- 
tracts are due for renewal. 
This had been done manu- 
ally just because the stan- 
dard letter did not incorpo- 
rate prices. 

Sometimes renewal letters 
were overlooked and custom- 
ers were lost unnecessarily. 
The new system Is trusted to 
send all renewal letters 
when necessary and is able 
to add prices automatically 
and make them specific to 
Ihe customer. 

Another redundant man- 
ual process was sending 
faxes to people who called 
for a quotation. The Vantive 
system is able to respond to 
such inquiries automati- 
cally. 

Now customers, impressed 
by the letters they receive, 
renew their support con- 
tracts more readily, often 
even without a call from the 
sales representative, says Mr 
Whittaker. 

Easy renewals 

Since the systems for the 
telesales and support groups 
have been integrated, a sup- 
port representative can see 
during a conversation with a 
caller that a contract is earn- 
ing up for renewal and can 
deal with it himself then and 


there, to avoid the chance of 
it lapsing. 

When the telesales opera- 
tion was first set up the field 
sales team was very protec- 
tive of its customers and did 
not want anyone from tele- 
sales to talk to them. But 
because telesales people 
have become more knowl- 
edgeable and efficient using 
the new system, the field 
sales team now regards them 
as a resource rathe- than a 
rival. 

Telesales and field sales 
people are now able to work 
closely together. The field 
sales people make use of 
telesales to call customers 
and give them quotations 
and upgrades to their prod- 
ucts. 

Telesales has taken on 
many of the smaller 
leaving field sales people 
free to spend more time with 
customers and prospects. 
The two teams communicate 
information about customers 
easily via pmaii 

For technical support staff, 
the system hag also been a 
great benefit. Formerly, they 
used to receive complaints if 
they did not know exactly 
what products the customs- 
had purchased - now that 
information is more readily 
available, the number of 
complaints about support 
ha« faru*n sharply. 
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From page 15: 

such as the A3 gigabyte dfek 
capacity of DVD drives, but 
for read-and- write, applica- 
tions known as DVD Ram., 
optical disk technology is far 
■ h eWwd in terms of perfor- 
mance. 

•' T don’t think optical data 
.storage will ever be able to 
compete with hard drive 
^technology. There are some 
serious obstacles r egar d ing 

tin* speed and wwfaaniwi 
- of optical drives,” says Mary 
Bourdon, senior analyst at 
.the . market research firm. 


Some companies have 
fakan a different approach to 
try and raise hard drive 
capacities. US companies 
Terastar and Quinta, which 
was acquired by Seagate 
Technology recently, have 
developed a hybrid magneto- 
optical technology that com- 
bines optical and magnetic 
data storage techniques to 
boost disk capacity by as 
much as ten times of current 
hard drive capacity. 

“It’s not yet clem if tech- 
nologies such as those that 
Terastor has, wfll be able to 
match the speed of bard 
drives. They might work 


well in a niche that is faster 
than tape drive storage but 
is cheaper than hard drives,” 
said Mr Katzlve at Disk/ 
Ttend. 

Terastor does not plan to 
produce any bard drives 
itself instead, it is licensing 
the technology to other hard 
drive companies. They will 
incorporate it into their pro- 
duction lines and the first 
Terastor-b ased hard drives 
should be ready by the mid- 
dle of 1998. 

To increase hard drive 
capacities further, the disk 
drive industry is increas- 
ingly adopting magneto-re- 


sistive (MR) head technol- 
ogy, originally developed by 
IBM. to be able to write and 
read data at increased disk 
densities. And IBM, Seagate 
and other companies are 
working on Glant-MR heads, 
which can double areal den- 
. sities and lead to new prod- 
ucts. Since applications con- 
tinue to be developed that 
require large hard disk 
capacities, and as increases 
in hard drive capacity in 
turn make new types of 
applications possible, compa- 
nies such as IBM wfll con- 
tinue to drive the technology 
forward. 




got anything better to read 
than this?* and answering on 
the next screen with: ‘We 
have. Try our book search to 
find the hook you want - 
and where it is. 1 

A search through the data- 
base quickly produces lists 
of relevant information, 
including whether or not the 
book is in stock plus direc- 
tions to its exact location in 
the five-storey store. 

Ossian also allows users to 
review Waterstone’s best- 
sellers, check-out special 
events within the superstore, 
browse through a selection 
of titles that the booksellers 
have selected for a price pro- 
motion, read a history of the 
building - or simply find out 
more about Ossianic verse. 

The Ossian kiosk system 
has been developed by 
Hyperlink and includes 
Microsoft’s Web technology. 
Hype rlink specialises in Web 
page design and systems 
integration. The IT company 


is also responsible for Water- 
stone’s Internet Bookshop 
(http :f Iwtow. water- 
stones, co. uk}), and Water- 
stone’s Virgil book database. 

Among Hyperlink's other 
web sites clients are Somer- 
field Stores and the Corpora- 
tion of London. Commenting 
on the Waterstone project. 
John Lambert, Hyperlink's 
technical director, says: 
“The modular, distributed 
approach used in Virgil, 
allowed the development of 
Ossian in around six weeks 
- an incredibly short period 
for a major software project 
It was completed on time 
and on budget” 

Thro is also the opportu- 
nity to use Hyperlink's 
sound production facilities 
to add multimedia features 
to Ossian. 

InrStore video is also being 
consid e red - Ossian’s design 
allows these features to be 
added without making soft- 
ware changes. 


X 


On the other side, 
it has the production 
capacity of a 
high-end copier. 



The new Xerox DocuPrint N32 laser 
printer gives you ‘out or the box’ connectivity 
to your network, ll prints al a blazing speed or 
52 pages a minute (two sided as Tost as 15 
pages a minule), making it the rosiest network 
printer in its class. Plus, it has tlic finishing or 
a high-end copier. You can send multiple sets 
directly from your PC to collate and staple in 
one ot 5 different positions* or output In one or 
the 10 bins or the mailbox for easy retrieval. 

The DocuPrint N32 also comes with 
free Xerox PrinterMap software, allowing you 
to proactively manage all your network 
printers' - no matter what brand- Ail this. Tor 
the price or a regular network printer. For 
more information, please call your local Xerox 
office or visit wwwjceroxjietworkpi1nters.com 

"Add-on aruilablrsML 'SNMP on fr. \mraad OoruPriat M2 
art tradrmarkt ijf.tfflOV. 

THE DOCUMENT COMPANY 
XEROX 
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From a High quality of entries, the category w^ners 
the competition to find the FT Business Web Site o 
Year are announced today 


T he ST has been looking for 

organisations which use their web site 
to achieve commercial advantage in 
their particular wiarb^ and wm display 
evidence of business transformation, 
innovation and measurable financial 
benefits. 

The competition is sponsored by UUNET 
UK. Europe's largest Internet sovice 
provider, in assoc ia tion with the FT. 

Winners and finalists in five categories - 

iaige nr gan teatinn*, wrMing thnai in 

financial sector; financial services; small and 

Tnertiiim-rfspri n rganiBartnws, o y^p lnytn y 

Cewer than 250 employees; the public sector, 
and not-for-profit organisations - are as 
follows: 


Large corporates 

Winner - Lufthansa German Airlines: 

Entered bu Robert Rethfield, 
(robertjvWKU&nh); httpsfl 

The rationale behind the Lufthansa site was 
fiuriy traditional: to establish an airline 
technology leadership; establish a channel to 
sell directly to consumers; reduce 
distrxbatkm oosts; and espUve new 
maT<c««Kr»ff opportun ities through the World 
Wide Web. 

The Lufthansa «<*«» is cur re ntl y imiq nn in 
its field ™rfng push technology and Java to 
offer live tW»* angtinmi with no minimum 

fare. It has a “fare bargain finder” which 
also impressed the judges! 

Its achievements indude chang in g the 
direct sales and marketing strategy, gaining 
foil executive board backing and delivering 
its Internet address an most ‘classical* 

whiw tirin^ ffam pHi gn s 

The global reservation and ticketing 
facility mpars that travellers may book their 
flights in India via the Internet and pick op 
ticke ts at Delhi airport. The BackWeb ‘push’ 
infor ms customers about prices and new 
products. Lufthansa is the only riding to 
have reached an agreement with travel 
agents to sell directly via the Internet 
Further benefits from the web site include: 
«*i«s via the web ate Include file boost to 
sales. In 1997, this rise may total more than 
flm(£800j000). 

Growth rates are increasing by SO per cent 
to 40 per cent a month - there are around 
6m ‘hits' a month. 

Highly commen ded: Coco Systems and 
BMW. 


Financial services 


Winner: fiantam 

Entered by Dean Meyer (deorimeyer @ 
sanlanLctLza): http:j howcostmJam. axza 

The Sudani g*t<» demo n s t rates how the 
Web can provide a global parallel for the 
tratfttiopal hranch office. This supports the 
team’s own objective to be a virtual office 
for their South African company. 

The judges agreed with Dean Meyer’s own 
assessment “We try to offer a ‘warm’ web 
community where clients and prospective 
clients can get all their information, do 
on-line invest ments. fain* part in 
discussions, subscribe to newsletters or just 
leave us a message.” 

A main benefit has been an increase in 
ciient-satislaction. Speed of response has 
been a key factor with the aim of responding 
to all mail within 60 minutes- Anotbg 
innovation has been the pers onalisatio n of 
the ate. Clients can program’ the buttons 
they want when they enter the site. 

Management at Sanfaun look-time to 
realise the potential of the web site, but has 
now agreed to develop tow tnMBt products 
specifically for the Web - business benefits 
directly attributable to file web site probably 
helped that decision- The site has relieved 
pressure on Sanlam’s freephone number and 
the company k averaging R40.000 in 
investment income on a rising curve. 

Highly ao mm en d ed: m interactive investor 
ICICI Bank; and Sdnoab-Now! 


Public sector 


Winner: Pragma for the Republic of 
K a mkrtan web site. 

Entered by. Gabriel AIrSalem; (cdsalem @ 
stocfdnfo.almaiy.fc:); project manager. 
Pragma, http:lhatow.kcDsecan.ka. 

The Republic of Kazakstan site had some 
challenging objectives; to enhance the 
perception of the republic ‘on the world 
map’ and to win inward investment. In this 
project, it was not just the innovative use of 
the Internet which impressed the judges but 
the practical way the site is being used to 
stimulate overseas investment in an 
affordable way. 

The site is jatfoably unique because it 
seeks to develop the business of not one 
company but an entire country. The main 
aim has been to contribute to the 
establishment of a liquid securities market 
in this young country through creation of an 

information resource for other interested 
parties throughout the warkL 

Web ate features supporting this aim 
include those inovidingiiifonnationan the 
political, legal and business environment, 
nppomiwg privatisation sales and former 
state enterprises. 

The web site has changed the mindset of 
entire constituencies withm government, 
encouraging an open, global approaeh to 
business and creating a resource that allows 
for easy international networking. The site 
now has mare than 100 registered users 
repres enti ng all continents except for South 
■ Amgica and Antarctica. 

English and Russian versions exist and all 
databas es and news functions are npriated • 
cm a weekly basis. Extranet technology gives 
users access to the organisation's intranet (a 
private network, based on Internet 
technology). . 

TTte web site was designed - and is . 
maintained - by the Kazakstan Mass 
Privatisation Project (KMPP), a programme 
of technical assistance funded by both the 



Jemmy Paoanarc guest presenter at this weak's 
FT awards ceremony in London 


US government and fire European Union. 

Hig hly co mm e nde d : Irish Tourist Board: 
the Jubilee Line Extension Project. 


Not-for-profit 

Winner: Centre for International Private 
Enterprise (CIPE) 

Entered by David Jones (djanesS dpc.org). 
assistant editor, ; http:fhmom.dpe.arg 

What distinguishes the CIPE site is the 
way it has transformed a pub l ishi n g 
strategy, without recourse to the latest 
technology, but concentrating i n ste ad on 

speed of delivery to suit its audience. 

CIPE established the Forum on Economic 
Freedom In September 2995 to expand access 
to its infor mation by policymakers around 
the world. Fast access was critical. Other 
features include ‘e-mail-on -demand' for users 
without foil web access, discussion groups. 
and the Economic Freedom Network 
providing a ‘one-stop shop’ for policy-makers 
worldwide. 

The Economic Reform Today (ERT) is no 
longer seen as primarily a hard copy 
publication. The Web edition is a 
s tand- alone service that is more extensive 
but 1 p«s expensive - vitally important for 
target groups in countries with poor postal 
systems, such as China and Haiti. 

Eventually, the printed edition of ERT will 
exist only to reach those clients without 
Web access, freeing resources for improving 
the quality and quantity of information and 
print distribution in regions previously 
cost-prohibitive and without adequate 
Internet access. 

The results have been impressive: 180.000 
hits since September 1996, exceeding annual 
print circulation of 26.000; 478,839 Kbytes of 
information transferred in two months. CIPE 
has cut costs, reduced waste and increased 
efficiency. 


Small and medium 
enterprises 


Winner: SeaNet Ltd. . 

Entered by Philip Baker, 

( pbaken@tmetaIbuUetin-co.uk ); http: 1 1 
tounaseanetco.uk. 

The idea behind SeaNet was to offer more 
than a simple publishing model using the 
World Wide Web in a truly interactive way. 
Launched in 1995 it provides a range of more 
Qian 30 services for information, 
communication and transactional work for 
the global maritime industry on a 
subscriber-only basis ($950 (£572) a year). 

Key benefits: SeaNet offers users the 
chance to replace very expensive 
conventional technology to enhance both 
profitability and competitiveness. 
Subscribers may conduct business 24 hours 
a day; the secure e-mail system provides 
savings on the traditionally high 
communications costs in the maritime 
industry. Services include daily news, 
real-time trading, market reports, secure 
e-mail pricing indices, searchable databases, 
and shipping finance. 

Metal Bul le tin, the holding company of 
SeaNet, has also used Web technology to 
establish SeaNet as a model to launch 
similar products in other markets, saving an 
esti mated £600.000 In development costs. 
SeaNet is now cash-positive with a thriving 
subscriber-base and subscription renewals 
running at more than 90 per cent 

Sghty commended: JJ Smith; Internet 
Mode Databas e; and TrustNeL 


Judges' special 
commendations 


General Election 97 web site. Entered by 

Alan Vanstone. Online Magic Ltd; http:}} 
wunoge97.co.uk 

BP CharterRing Extranet site. Entoed by 
Ocdm Frost, BP Chemicals; /rostotffifcgj. com 
These two sites are distinctive in their 
application of Internet technology. The sites 
did not easily fit into the above categories, 
but the judges felt that their innovative 
contr ibution to the Internet industry is 
worthy of a special commendation. 

□ Launched in January, GE97 provided 
chat forums, polling booths, content from 
PA News, the FT. the Economist and much 

foore It was a non-partisan site for anyone 

r on etectiQ ° night, it received 
4An hits from all over the world. In a 

the site received more 
than 100.000 hits a week. 

□The BP Chemicals Extranet - a secure 
network of web sices connected via Internet 
technology - has greatly improved 
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team a*" 1 external shipping 
brokers, ehminating a manual-intensive, 
fexed-based service. The new extranet 
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Measuring the effectiveness 
of IT systems is never easy 


Managing 

information 

Hare and on the following 
four pages, FT writers 
examine ways to measure ‘ 
the effectlveress of rr ' 
sendees - and, In particular, * 
how to control the cost of ; 
maintaining diem 


Companies often have no way t</ involved automation of man - 
measure whether their IT systems are 
successful, reports Philip Manchester are moving technology from 

the backroom to the front 

T he days when compa- year 2000 date change prob- office. But you need a bus! 
nies bought IT lem. "How do you measure 
systems as status svin- the return on Investment on 


nies bought IT 
systems as status sym- 
bols are long gone. Today, 
companies need to know 

exactly how much return 

they can expect on their IT 
investments. They need 
benchmarks that can be 
used to see how their 
systems are performing: But 
it is not easy to measure 
these. 

Consider work to solve the 


that? The answer could be 
that you manage to stay in 

business beyond 1999.” notes 

Philip Crawford, senior 
European vice president at 
Oracle. -the database soft- 
ware company. 

“Traditionally, it has 
never been easy to prove 
value for money for IT 
systems - especially when it 


. . outsourcing it 

Price is not the 
main factor 

While value for money is important in IT outsourcing 
deals, client companies see flexibility and the enablement 
forchange as the crucial issues 


T he mainframe is no 
longer hogging expen- 
sive floor space and 
the payroll has shrunk but 
bow do companies asspsa if 
they are getting good value 
for money when they out- 
source information technol- 
ogy? 

In the early days of out- 
sourcing, or facilities man- 
agement. the aim was to cut 
costs. It was a straightfor- 
ward matter to compare the 
cost of r unning IT in-house 
against the outsourcing bills, 
to check that the promised 
savings were being deliv- 
ered. 

Today, IT is at the heart of 
competitiveness and compa- 
nies cite a range of motives 
for outsourcing, making it 
more difficult to assess value 
for money. Although reduc- 
ing costs may feature, few 
companies now put it at the 
top of their list of reasons for 
outsourcing. They are more 
likely to outsource to enable 
change; to gain access to a 
greater and more flexible IT 
resource; because IT is seen 
as a non-core activity that is 
taking up management time; 
to improve the service; or to 
solve a problem. 

“Companies should be 
very clear about their objec- 
tives when they outsource IT 
- but a lot are unclear and 
it’s hard for them to assess if 
the outsourcing is meeting 
expectations,” says Robert 
Enevoldsen, a consultant at 
Compass Analysis UK, 
which advises companies on 
outsourcing contracts - see 
also article the main article, 
above, on benchmarking IT 
systems. 

Outsourcing has become 
so fashionable that people 
are entering contracts with- 
out questioning what they 
want to get out of it. “Out- 
sourcing replaces a compa- 
ny's own people and equip- 
ment with a contract. 
Contracts are fine in a static 
environment, but IT is far 
from from static. How can 
anyone sign an outsourcing 
contract for 10 years when 
no one has any idea what IT 
will look like, even five 
years hence?” 

For example, no company 
could have foreseen five 
years ago that the Internet 
would become central to 
business strategy. 

And <*hangw is not limited 
to IT. The commercial envi- 
ronment will also be 
changed inexorably. The 
problem is that flexible con- 
tracts. which include clauses 
relating: to updating technol- 
ogy- or allowing for commer- 
cial upheavals, such as 
mergers, acquisitions and 
new business developments, 

are more expensive. 

“What companies have to 
remember is that IT outsour- 
cing is a contract business. 
In this respect, it is very sim- 
ilar to the construction 
industry. Suppliers bid low 
by boxing in what they will 
deliver and take profits from 
changed orders,” says Mr 
Euevoldsen. 

Hugh Morris, head of out- 
sourcing at Andersen Con- 
sulting, agrees that the issue 
of value for money has 
become more complicated. 
“To get an idea of value 
there has to be some sense of 
how IT fits into an organisa- 
tion's strategy. To hand over 
to the lowest cost supplier 
could be the right answer. 
But if IT Is strategic, you 
have to look more at the 
capability of the supplier 
and consider elements such 
as the ability to get things 
done in a particular time- 
scale." 

As organisations. /or 
value, they are realising 


they should measure output 
not input This is leading to 
a move away from service 
level agreements to the con- 
cept of the 'balanced score 
card’. 

“A service level agreement 
says thing s like, ‘Make the 
mainframe available 7am to 
10 pm, six days a week, with 
no more than 0.01 per cent 
downtime.’ On a score card, 
the company would ask the 
question: ‘During the last 
quarter, was the service we 
received sufficiently respon- 
sive to our business needs? 1 
These two are whole worlds 
apart,” says Mr Morris. 

Compass sees its role in 
advising on outsourcing as 
making sure clients under 

‘Never 
outsource IT 
to get rid of a 
headache. . 
How can a 
headache be 
put into a 
contract?' 

stand what they want to get 
out of the contract. This 
makes it possible to put 
same measurements in place 
as part of the contract so 
they can assess what the 
supplier is ddivering. 

Mr Enevoldsen advises 
that companies begin by 
comparing, or benchmark- 
ing. their systems against 
peer companies. “Before out- 
sourcing, it is important to 
know the market cost of 
in-house services. Until they 
take the temperature of the 
market, they won’t know if 
they’re getting good value 
for the money they are now 
spending on IT." 

He cautions firmly against 
outsourcing IT to get rid of a 
problem. “My advice is: 
don't outsource to get rid of 
a headache. How can a head- 
ache be put into a contract? 
We would always advise cli- 
ents to get their systems into 
shape before they outsource, 
or at least to be able to give 
suppliers a detailed run 
down of what needs to be 
done. If these measurements 
are done up-front, the com- 
pany is in a much stronger 
position when it comes to 
negotiating the contract" 

Bob Gappy, head of out- 
sourcing at Integrls says its 
approach is to encourage ch- 
eats to value IT before let- 
ting contracts and to re-eval- 
uate it throughout the 
contract “We have regular 
meetings, on a quarterly 
basis at least, to review 
value for money and flexibil- 
ity of service. We try to pick 
up on changes that are 
needed without charging 
more money." 

Compass suggests that cli- 
ents put a benchmarking 
clause into their contracts 
(see report, above, an IT effec- 
tiveness). to allow them to 
assess how the sendee they 
receive compares to that of 
peer companies and to com- 
panies in other sectors. 

ft Is not possible, however, 
to compare contracts. “There 
are a lot of Issues that make 
this very hard. For example, 
various levels of service, dif- 
ferent length of contract, 
exclusivity, termination and 
renewal - which means com- 
parison is rarely “like with 

like'." 

The difficulty of making 
comparisons also occurs in 
the tendering situation. 
“Even if companies specify 
the format of bids in their 


invitation to tender, quotes 
are often hard to compare. 
This means that whatever 
else is outsourced, good con- 
tract assessment and con- 
tract management skills 
must remain in-house.” 

He does not recommend 
“open book agreements”, in 
which suppliers tell clients 
what their profit margin is, 
as a route to ensuring value 
for money. “This can cause 
all kinds of difficulties. At 
the end of the day, outsourc- 
ing is a business arrange- 
ment, so there will be a 
profit. The problem with 
'open book' Is that clients 
are tempted into the micro- 
management of the sup- 


ness plan that drives th e use 
of the IT systems and it 
must have numbers against 
it,” says Mr Crawford. 

Companies often go ahead 
with rr systems without a 
clear business plan and have 
no way to measure whether 
ft is successful or not, he 
adds. "We were working 
with a large multinational 
recently that told us it had 
the budget - approved by 
the chairman - to install a 
new system. But when we 
asked how they intended to 
measure the effectiveness of 
the system, they couldn't tell 
us. It makes it difficult far 
suppliers to give them what 
they want if they have not 
thought it through prop- 
erly." 

Peter McPartlin, director 
of software services com- 
pany Logica's business con- 
sultancy division, echoes Mr 
Crawford's observations: “IT 
systems don't lend them- 
selves to traditional cost / 
benefit analysis. When we go 
into a new development, we 
first set out to find what the 
business goal Is. And after 
the development, we recom- 
mend a review - either by 
rmt» of oar b usiness consul- 
tants or an internal audit" 

The audit should not be 
carried out by IT people 
because it is a business Issue, 
he says. “You have to check 
to see if the business goals 
are met The metrics you use 
are factors such as customer- 
satisfaction, the chum rate, 
employee morale - all diffi- 
cult thing s to measure.” 

Mr McPartlin says that 
Logica uses a 'scorecard' 
approach that records a 
range of measurements 
across the business. “We 


give the responsibility for ranging from American 
this to key business esecu- • Express, Lloyds and Midland 
fives. The financial chief, for • -B^k to AT&T, IQ and Brit- 
example, has responsibility / ish Airways, 
for measures such as' the “Effectiveness of IT means 
turnover of employees, cue- different things to different 


tomer-satisfaction and turn- 
round time for orders.” 

. \ 

Comparisons 

This approach has been 
formalised by specialists in 
benchmarking. The Norwe- 
gian company. Compass 
Analysis, for example, has 
built comparative models to 
measure effectiveness for a 
range of different areas of 
IT, such as data centre net- 
works, application develop- 
ment and outsourcing. 

With 600 clients in 25 
countries. Compass has built 
up a database of more than 
4,000 comparative studies. 
The company carried out 470 
studies last year for clients 



Robert Enevoldsen of Compass: 
*0010080180 can set targets and 
monitor projects, based on 
com pa rative data 1 


people - and it depends cm 
whether you are talking to 
shareholders, directors or 
employees. IT Is one the 
many operational tools to 
underpin a business - but to 
judge effectiveness, you 
must look outside IT," says 
Robert Enevoldsen, director 
of Compass Analysis UK - 
see also report on outsourcing 
IT services, left 

“We go to a company and 
take lots of measurements 
based an actual results," he 
says. “These figures are fed 
into our models and gener- 
ate qualitative information. 
We can then judge issues 
relating to best practice and 
compare them with other 
companies." 

He points to examples 
such as the number of times 
users have to re-start their 
desktop PCs as a result of 
software problem or the 
number of calls a support 
centre processes problems 
successfully: “If we find that 
users are re-booting their 
PCs twice a week and the 
best practice shows that this 
should happen only once a 
month .then we have identi- 
fied a problem. 

“ Similarly, if a call centre 
is abandoning two calls a 
day when best practice 
records no abandoned calls, 
we have found another prob- 
lem we can do something 
about." 

Other possible causes of 
bad performance identified 
by Compass include areas 
such as a lack of standardi- 
sation in IT infrastructure 
and excessive support costs. 

Comparative analyses that 
Compass uses specify actual 
examples - rather than bald 
statistics. “We name compa- 



SuTOunded by advanced IT systems, US traders take a break on 
the floor of the Pacific Stock Exchange h Los Angeles. The 
faitameflonel fi nan c ia l sector is more dependent than most on 
effective and reBable rr systems, but In many eases these 
networks do not land themselves to trarttional cost/benefit 


analysis 

nies so that our clients can 
check on the achievements 
of those who perform well. 
Our clients undertake to 
supply data which is pooled 
and linked to a reference 
group. 

“It really means that com- 
panies can learn from oth- 
ers’ experiences. Companies 
can set targets and manage 
and monitor their projects 
based on the comparative 
data." 

According to Mr Enevold- 
sen, Compass's approach is 
catching on fast - although 
he notes that it is more 
advanced in Scandinavia. 
“Management there take 


Ac tun) fly Damjn Onv rganv* AP 

groups of companies and 
pool their results so that 
they can share their experi- 
ences. It is a generic disci- 
pline and you can use it to 
do cross-industry compari- 
sons." 

This form of benchmark- 
ing where companies can 
compare their performance 
against their competitors - 
or. indeed, with companies 
in other sectors - promises 
to make the business of 
assessing the effectiveness of 
IT systems more scientific. It 
should also make it easier 
for those holding the purse 
string to see if they really 
are getting value for money. 


pllor J 

•Ca^; : stuciy- by Joia Shfllingford: 


more sophisticated arrange- 
ments, some outsourcing 
suppliers, such as EDS and 
Andersen Consulting, offer 
shared-risk contracts in 
which their payments are 
linked to achieving stated 
business objectives. Mr Ene- 
voldsen agrees that, in some 
cases, this may he a good 
route to ensuring that IT 
outsourcing is good. value for 
money, but he cautions that 
shared risk can mean the 
supplier gets further and fur- 
ther into the business, and 
may be hard to extricate. “If 
you do get. involved in risk/ 
reward then the outsourcing 
supplier must be prepared to 
share the good times and the 
bad times.” 

Although he behevBS that 
companies should look for 
good value for money, Mr 
Enevoldsen emphasises that 
this cannot be assessed sim- 
ply on cost “Don’t choose on 
price. Clients are going to be 
working closely with the 
supplier company over a 
number of years, so there 
has got to be a cultural fit." 

Critical issues in IT systems 
management: see Gartner 
Group's research findings, 
pages 20-21. 


Swift facts for stockbrokers 


NatWest Markets' 
new intranet gives 
analysts and sales 
staff rapid access 
to research 


N; 


at West Markets, 
voted number one for 
UK broking research 
in this year’s Reuters' sur- 
vey, is putting all its 
research on to an in-house 
Intranet 

On the intranet (or private 
Internet 1 ) analysts and sales 
people at the company will 
be able to find research pro- 
duced in the company’s 
offices around the world. 
NatWest Markets is using 
off-the-shelf software - 
ResearcluNet from UK-based 
Blue Curve - designed for 
brokers’ research. 

Paul Rinaldi, assistant 
director for research at Nat- 
West Markets, says it took 
six to eight weeks to get the 
pilot up and r unning , includ- 


ing p utting afil the research 
into a Lotus Notes database. 

The pilot - begun in 
November last year - was 
successful and the system is 
being rolled out to 220 sales 
people and analysts in 
Europe. It will then be intro- 
duced to staff in other parts 
of the world. The drive for 
the system came from users, 
according to Mr Rinaldi. “We 
were asked what we doing 
about distributing research 
online. 

“We’re delivering it inter- 
nally first," he says.' “The 
longer-term aim is to deliver 
the content to our Internet 
Web site. We've shown the 
system to various customers 
and received good feedback.” 

As well as serving clients 
better, Mr Rinaldi says “We 
have a phased plan of paper 
reduction internally. 
Research-Net means that we 
will use less, though we 
won't stop dropping paper 
on people's desks as soon as 
it's rolled out 


“However,- some people 
have already said they won’t 
need the printed report on 
their desks now.” 

Most research documents 
are loaded on to the Intranet 
by research assistants, but 
Intraday notes can be dis- 
tributed over the system 
immediately by analysts 
themselves. 

Benefits 

One of the advantages of 
the system is that sales 
people can gain fast access 
to research even while they 
are on the phone to a client 
They can also see at a 
glance, the buy. sell or hold 
recommendations on a stock. 

As well as reports, Nat- 
West has included compara- 
tive statistics, so that a 
dealer could compare the 
performance of an equity 
against the average for its 
sector. 

Although stockbrokers use 
complex financial modelling 


tools, few are familiar with 
Internet technology, so Nat- 
West Markets is training 
staff on how to use ft. Its 
research system has been 
designed so that research 
can be tracked down easily - 
either using an Internet 
browser or Lotus Notes. 

The same data can be 
looked at in different ways. 
For example, research on a 
particular equity can be 
looked at by date, company, 
sector, country or region. 

The opening menu also 
includes headings such as 
daily comments (morning 
meeting notes); publications; 
equity ratios; economic fore- 
casts. And NatWest have 
customised parts of the sys- 
tem like the daily-comments 
templates. 

A few details are being 
ironed out, such as how to 
index research that does not 
relate to a specific equity, 
country or sector. Or which 
chronological date format to 
use when research is input 


from overseas. 

Technically, NatWest Mar- 
ket’s research system runs 
under Windows NT. a Micro- 
soft operating system, and 
makes use of Lotus Domino 
(which can replicate data- 
bases across different serv- 
ers) and Lotus Notes group- 
ware and conferencing 
software. It also uses the 
Java Internet language and 
integrates with the Sybase 
database. 

The cost of the system is 
said to be “a few hundred 
thousand," but the company 
won’t need to add any extra 
staff to run it. And applica- 
tion support and develop- 
ment Is being outsourced to 
Blue Curve. 

Mr Rinaldi believes tbe 
system will pay for itself in 
paper reduction, especially 
when it starts to be distrib- 
uted externally. More impor- 
tantly. it will improve the 
communication between 
sales people and analysts - 
keeping the company ahead. 


; Submi 9 si 09 i$ invited by tire British Computer Society 


Prestigious awards open for nominations 


A n annual UK award for 
information systems man- 
agement has opened for 
nominations, with support from 
the Financial Times. 

The 15 Management Awards are 
organised by professional body 
the British Computer Society, in 
association with the Financial 
Times and with sponsorship from 
Blue Cir cle In dustries. Deloitte & 
Touche. KPMG Impact, Unisys, 
and Woolwich. 

The awards recognise achieve- 
ment, improvement and innova- 
tion in IS management in the UK. 
The Judges look, in particular, 


at the impact on business perfor- 
mance, the relationship with end- 
users, and the management of 
development or operations or 
both. 

Tbe award typically goes to a 
team nether than an iadividoaL 

Past winners report benefits in 
terms of heightened status for the 
IT department and for their entire 
organisation. 

“The profile of IT in the com- 
pany has been enhanced, suppli- 
ers have proved eager to associate 
themselves with our success - and 
the award has helped in recruit- 
ing quality staff," says Nigel 


Powis, IT director at P&O Ferries, 
which won in 1995 after a massive 
process re-engineering pro- 
gramme. 

Team’s success 

Ian Tighe, IT director at London 
Ambulance Service, agre es : “Our 
control room was buzzing for two 
weeks after the award ceremony, 
and it was great to see people 
holding their heads high after so 
many depressing years.” Mr Tighe 
led tiie new team that successfully 
developed a command and control 
system, thus ending 10 years of 


project disasters. 

Eagle Star life, the 1996 win- 
ner, reaped commercial rewards. 

“Sales consultants used the 
award as a farther sign of our 
improving corporate position," 
says business systems develop- 
ment manager Mark Sheridan. 

The other past winners are 
Ford, Tesco and Cheshire County 
Council. 

The entry procedure starts with 
a simple nomination form, due in 
by December 15. Entrants are 
then asked to prepare a more 
detailed submission by January 
31. 


Selected entries are investigated 
by a panel, and three finalists 
make a presentation to a judging 
panel of senior executives. 

The awards are presented at a 
prestige dinner in May: speakers 
have included IBM chief executive 
Lon Gerstner and Sir Michael 
Heron, chairman of tbe UK Post 
Office. 


Nomination forms arc available 
from Maria Teresa Muir on (01793) 
427417; fax (01793) 417432: e mail 

Tnlmiuriabcs.org.uk. 

John Kavanagh 
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The life -cycle 
changes gear 

Over the next five years, 70 per cent of IT departments in large and 
medium-sized enterprises will systematically seek to reduce technology 
complexity as a key means to improving IT effectiveness 


M any companies 
continue to 
struggle with 
the bewildering 
pace of change in comm nni- 
catlon technologies, the wide 
range of products and ser- 
vices to review and acquire, 
and the need to reduce the 
total cost of ownership for 
their i nf or ma tion technology 
equipment 

Analysts at the Gartner 
Group report that organisa- 
tions have began managing 
equipment life-cycles as part 
of an overall IT asset man- 
agement strategy designed 
to reduce costs by imple- 
menting standards and prac- 
tices. These businesses 
recognise the value that 
equipment life-cycle manage- 
ment delivers as an opera- 
tional strategy to tame the 
increasingly heterogeneous 
computing environment and 
to facilitate new technology 
implementation. 

The Industry is exploring 
the business, technical and 
financial practices needed to 
optimise equipment acquisi- 
tion, manage portfolios and 
retire obsolete equipment 


□ What critical issues are 
driving organisations to 
revamp their equipment life 
cycle management prac- 
tices? 

When computers were first 
introduced, they were gener- 
ally used to provide compu- 
tation support and improve 
productivity for organisa- 
tion-wide tasks, such as pay- 
roll or manufacturing cost 
accounting - this was the 
computing-assisted enter- 
prise. 

In the second phase, appli- 
cations were developed spe- 
cifically for departments but 
the organisation chart typi- 
cally defined the scope of 
computing technology and 
its application - this was the 
enterprise-defined comput- 
ing. 

According to Gartner, “we 
are now entering a third 
phase where technology has 
transcended the organisation 
to become distributed and 
shared throughout". Many of 
the same are being per- 

formed hut they are being 
done in innovative ways - 
this is the computing-defined 
enterprise. 

Competitive pressures are 
pushing organisations 
toward the “computing-de- 
fined" enterprise where tech- 
nology is enabling whole 
new classes of business 
activity to emerge. The test 
is whether the business 
could be conceived of with- 
out computing technology. 

Such competitive advan- 
tages do not come without 
higher costs and risks. 
Because of the greater 
dependence on technology, 
Gartner argues that comput- 
ing-defined enterprises can- 
not operate any other way. 

However, as the organisa- 
tional use of computing has 
evolved, the underlying sys- 
tem platforms, created at 
each phase of the evolution, 
remain largely intact Thus, 
payroll and general ledger 
systems often still run as 
mainframe-based data centre 
applications. First-genera- 
tion client/server implemen- 
tations, underpinned by mid- 
range computing platforms, 
created online access but 
were often batch processed 
each evening. PCs, now the 
main access for the IT 
systems, are as mission-criti- 
cal as the systems they 
access. 


“New technology imple- 
mentations, often built layer 
on layer, are creating 
increasin gl y complex and 
fragile computing environ- 
ments that resist re-engi- 
neering efforts and reduce 
an organisation's ability to 
deploy new technology, H 
says Gartner consultants. 

They argue that a com- 
plete system re-organisation 
usually occurs either 
because the company 
decides to deploy a new, 
enterprise- wide vertical 
application (such as SAP’s 
R3 or PeopleSoft) in order to 
create competitive advan- 

0 D GartnerGroup 

European 

symposium 

This week in Cannes, In the 
south of France, delegates 
to Gartner Group's annual 
European Sympoahm are 
heating Gartner consultants 
give their views on some of 
the hot issues in IT 
management 

Entitled 'The Future of rr 
the four-day symposium, 
which ends tomorrow, looks 
at the priorities for fT 
directors and chief 
Infor ma tion officers. In this 
article, Paul Taylor presents 
edited MghBghts flrom the 
symposium. 

The ITxpo event, with 
displays by knifing TT 
suppfiers, runs alongside the 
conference. Details can be 
found on www.gartner.com 

tage or because, tn response 
to a competitive threat, a 
company chooses to rearchi- 
tect systems (such as in the 
courier delivery market). 

Over the next five years, 
Gartner believes that the 
focus of client/server system 
investments will be to 
deliver an affordable and 
reliable systems platform 
capable of delivering mis- 
sion-critical computing to 
the enterprise. 

Client/server systems have 
become mission-critical - 
many organisations cannot 
operate without them. Now, 
the challenge to those 
involved in distributed 
systems acquisition and 
operation becomes running 
the environment with a high 
degree of reliability and cost 
effectiveness. 

D ifferent organisa- 
tions approach 
the problem from 
different angles 
but most result in initiatives 
focused in one of three 
areas: reducing total cost of 
ownership, restructuring rr 
procurement or creating an 
IT asset management initia- 
tive. 

“Regardless of the starting 
point," says Gartner, “the 
core objectives and the steps 
are similar.” Organisations 
conclude that they must 
begin operating their distrib- 
uted environments with the 
same discipline and rigour 
that have long been a hall- 
mark of mainframe data cen- 
tre operations. 

All along the way, tight 
adherence to technical stan- 
dards, disciplined procure- 
ment practices and compre- 
hensive asset management 
and tracking are being iden- 
tified as requirements and 
are being implemented. 

By 1999, Gartner believes 
that three-quarters of 
medium and large-sized 
organisations will have initi- 


ated asset tracking pro- 
grammes for all equipment 
classes and 40 per cent of 
those' will move to integrate 
asset numagBiiwnt practices 
with, other IT management 
tools. 


□ How will organisations 
apply the lessons of total 
cost of ownership to reduce 
equipment life cycle costs? 

Through 1996, less than 20 
per cent of medtum-toJazge 
organisations had estab- 
lished TT equipment life 
Cycle planning (ELF) models. 
However, by 2002. 35 per 
cent of the remainder will 
embrace ELP as a tool for 
managing IT acquisition, 
optimising their IT portfolios 
and justifying IT expendi- 
tures, predicts Gartner. 

As IT becomes a pervasive 
tool in many or ganisations, 
and expenditure grows, more 
scrutiny than ever is being 
focused on IT spend. As a 
result, the financial disci- 
plines long applied to other 
types of ca pital expenditure 
will increasingly be required 
of rr financial management. 

“We see a developing cri- 
sis in many w pinteiHnnii 1 IT 
financial management prac- 
tices because IS organisa- 
tions cannot concisely 
explain where money is 
being spent, what has been 
achieved by expenditure and 
how much more will be 
required to achieve the origi- 
nal goal," warns Gartner. 

This lack of financial 
reporting discipline has been 
an underlying motivation for 
IT outsourcing In many 
organisations. Establishing 
IT asset accountability is the 
first step, capturing expendi- 
ture is ffie second and equip- 
ment life cycle planning is 
the third. Through 2002, vir- 
tually afi IT equipment wfil 
retain less than 10 per cent 
of its initial purchase price 
after 36 months. 

Generally, used equipment 
that .Is less two years 
old can he re-deployed by 
someone as a 'computer'. 
Equipment that is three to 
four years did, however, gen- 
erally has value only as 
spare parts. 

“Because the value of the 
equipment is so limited, 
businesses should assume 
that initiatives to take con- 
trol of used and surplus 
equipment may actually cost 
money. In other words, the 
proceeds from selling the 
equipment may not be ade- 
quate to cover the costs of 
de-installlng, collecting and 
disposing of it In an accept- 
able manner." 

Over the next five years 
Gartner predicts that 70 per 
cent of IT departments in 
large and mid-size enter- 
prises will systematically 
seek to reduce technology 
complexity as a key means 
to improving IT effective- 


One of the cornerstones of 
industrial engineering is 
product simplification. In 
the IT world, enterprises 
remain in a headlong dash to 
deliver functionality. First it 
was PCs on every desk; then 
the network; then newer, 
easier -to- use graphical user 
Interfaces; and then Internet 
connectivity. 

The five-year forecast for 
new technologies looks just 
as formidable but Gartner 
says that many organisa- 
tions are coming to the con- 
clusion that future success 
relies on a rational founda- 
tion. 

"We recognise a trend that 


grew out of initiatives to 
enhance system manageabil- 
ity, improve reliability and 
reduce costs: a new, and 
growing, realisation that 
environments must be sim- 
plified and streamlined." 
says the consultancy. 

Enterprise asset manage- 
ment has a significant 
Impact on end-user 
operations. But the current 
end-user perspective is that 
it potentially limits options, 
reduces flexibility and 
becomes another “bureau- 
cratic" slowdown. Through 
2001, the sustained success 
of asset management initia- 
tives wfil be defined by the 
implementation team's abil- 
ity to deliver value from the 
perspective of the end-user, 
says the Gartner Group. 

I n particular, business- 
to-business web com- 
merce will have an 
impact on more than 90 
per cent of enterprise pro- 
curement organisations by 
1999, changing the speed, 
process and cost of the pro- 
curement process. 

“Under press ur e to deliver 
a world-class procurement 
environment. It is tempting 
for enterprises to upgrade 
purchasing strategies and 
software, especially now that 
the market is filled with 
claims about solutions being 
'internet-enabled' and 
responsive to emer gin g 'elec- 
tronic commerce'. 

“Buying and selling pro- 
cesses are undergoing a 
major upheaval as compa- 
nies begin to use electronic 
commerce. But, although 
electronic commerce usage 
wjll rise through 1998, return 
on investment will remain 
elusive through 1999. We 
continue to recommend that 
organisations treat entry 
into electronic commerce as 
a long-term investment" 

By 2000, those companies 
which persevere with their 
electronic commerce strate- 
gies will become highly com- 
petitive and electronic com- 
merce ‘ channel masters' will 
emerge from their ranks. 
Electronic commerce will 
then begin to move from an 
emerging tool to a competi- 
tive mandate, say the con- 
sultants. 

Gartner analysts argue 
that organisations should 
benchmark ‘pre-’ and ‘post- 
electronic’ commerce pro- 
curement strategies. Suc- 
cessful electronic commerce 
strategies should enable 
them to send bid requests to 
a wider range of potential 
suppliers, gain more access 
to information about prod- 
ucts or services, gain 
quicker knowledge of suppli- 
ers' ability to fulfill orders 
and get order and shipment 
status information faster. 


□ What Is the cost of obso- 
lete equipment and how can 
it be retired? 

According to Dataquest, a 
Gartner Gbxrap company, US 
businesses will ‘retire’ 14 
mfllioii PCs this year - a pro- 
cess presenting unique chal- 
lenges and costs that organi- 
sations seldom consider. 

A significant volume of 
retired assets still goes unno- 
ticed, accumulating tn stor- 
age cupboards and ware- 
houses. 

“Although temporary elim- 
ination is often the most 
expeditious alternative. It is 
also the least effective," 
rflaima Gartner. 

Ultimately, organisations 
wiB need to develop strata- 
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gies for disposing of these 
assets. Many use a variety of 
programmes - for example, 
cascading equipment down 
through an organisation, 
employee purchase pro- 
grammes, donations to char- 
ity and periodic sales - often 
in an ad hoc manner. But 
others, overwhelmed with 
the task at hand, simply 
throw equipment away. 

“Lost in the discussion of 
'how 1 we dispose of this 
obsolete equipment is the 
question of 'who' actually 
does it. Many organisations 
have learned that if the sale 
of other scrap or salvage 
material is left uzunanaged, 
it often creates unintended 
consequences. The challenge 
for IS organisations is to 
begin thinking of equipment 
disposal and sale as a neces- 
sary and ongoing part of 
day-to-day operations.” 

Effective strategies to har- 
vest value from surplus or 
obsolete machines will con- 
sider and quantify the inten- 
sive labour required to pre- 
pare and manage the 
disposal process and that 
most will conclude that 
methods actually require 
more labour and support 
than the value of proceeds. 

The consultants suggest 
the following guidelines: 

• Companies should only 


attempt one planned equip- 
ment cascade during the 
hardware's lifetime. 

• When labour costs are 
factored into employee sales 
of surplus IT equipment, 
most organisations will dis- 
cover that proceeds do not 
cover expenses. 

m Sales to employees should 
be viewed as an adjunct of 
employee training and bene- 
fit programs, not as a way to 
recover value from obsolete 
IT equipment. 

• Donating surplus IT 
equipment to various chari- 
ties - while appealingly 
altruistic - requires plan- 
ning, machine preparation 


and documentation. 

Gartner also draws atten- 
tion to the risks associated 
with IT equipment disposal, 
such, as giving away access 
to the enterprise network, in 
the form of embedded log-on 
codes, and inadvertently 
distributing proprietary data 
left on equipment that was 
sold 

There is little economic 
value in a used computer. 
Virtually no market exists 
for machines that are three 
or more years old. Users 
often tell the consultancy 
that they have better equip- 
ment in their homes than 
they do in their offices. At 



the low end of tho market, 
new PCs are being offered at 
the $1,000 price point. 

Beyond the purely eco- 
nomic arguments, Gartner 
notes that there are several 
non-government related ini- 
tiatives being explored in the 
US and Europe that will 
increase recycling, most 
notably the ‘Design for Envi- 
ronment’ programme and 
recommendations under ISO 
14000. By 2002, Gartner pre- 
dicts that 70 per cent or 
medium and large-sized 
or ganis ations will formalise 
their surplus IT equipment 
disposal routines. 

“Through the five-year 
planning period, most IT 
organisations will conclude 
that the risks Involved with 
unmanaged equipment dis- 
posal are unacceptable and 
they will rationalise their 
disposal routines," the con- 
sultants believe. 

Many organisations will 
also decide that the effort 
required to do this is most 
effectively done by an exter- 
nal services provider. 

Whether it means expand- 
ing their relationship with 
their reseller or lessor, or 
using one of the newly 
evolving IT used-equipment 
services providers, this will 
be a likely implementation 
for many organisations. 






Users rebel against 
rising PC costs 

Large companies are turning their attention to how they can cut the cost of 
supporting their vast numbers of personal computers 


T he support element of 
the cost of owning a 
personal computer 
has risen to more than 
three-quarters of the total 
price and has now become a 
target for company accoun- 
tants. 

It could wen rise further 
as tiie new corporate intra- 
nets are likely to bring far 
more frequent changes to 
desktop systems. 

Software distribution, 
configuration management 
and running a helpdesk are 
three of the aspects of sup- 
port that contribute most 
heavily to the cost 
The greater complexity of 
networks, since they shifted 
to a client/server structure, 
has increased the number of 
problems affecting users 
and the cost of solving 
them. 

A couple of years ago 
Gartner Group consultants 
created amazement by stat- 
ing that it cost a company 
$40,000 to own a PC for five 
years. 

How accurate the figure 
was is not the point It was 
a revelation to most people 
that the hidden costs of soft- 
ware, service and support 
for the desktop were many 
tim es more than the pur- 
chase price of the hardware. 

Until then most managers 
had thought PCs were sim- 
ple machines which did not 
need much managing. 
Because the cost of buying 
PCs even in large volumes 
was so much less than that 
of buying a mainframe, it 
had been the conventional 
wisdom that downsizing to 
PCs would save money. 

In questioning this, Gart- 
ner began a prolonged and 
heated debate in the indue 1 
try about the cost of owner- 
ship of Information technol- 
ogy, particularly the 
growing proportion on the 
desktop, and how it could 
be reduced. 

‘litis led to the question 
whether the PC was needed 
at all and whether ft could 
be replaced by a slimmed- 
down “network computer”, 
managed from a central sys- 
tem and receiving its soft- 
ware across- the network by 
using new languages such 
as Java. 

Intel and Microsoft two 
companies which dominate 
the corporate desktop in 
hardware and software 
respectively, hastened to 



Computer training boosts efficiency and helps cut costs 


reject this hypothesis. The 
network computer would 
not work out much cheaper 
than a PC after taking into 
account the extra cost of 
bandwidth, it was argued. 

In response to the chal- 
lenge Intel launched a 
“managed PC” initiative 
aimed at cutting the cost of 
operating desktop equip- 
ment 

Rod O’Shea, Intel's archi- 
tecture manager for north- 
ern Europe, says that soon 
network managers will be 
able to check aD the details 
of their PCs and to deliver 
software upgrades remotely. 

PCs will be serviced 
remotely overnight and 
notebook. PCs will be ser- 
viced by a helpdesk when 
plugged in to the network in 
a remote office or hotel bed- 
room., 

Microsoft introduced its 
own initiative called Zero 
Administration for Win- 
dows, aimed at retaining 
the loyalty of corporate . 
users by making its next 
generation of operating 
systems more cost-effective. 

These innovations could 
cut the cost of ownership 
more than the switch to 
NCs might do. “There Is no 
need for auch a radical 
change to the infrastruc- 
ture," 'argues Mr O’Shea. 
“The NC may find a niche 
as a . replacement for main- 
frame terminals, but it will 


not become a mainstream 
device replacing the PC." 

The issue is still unre- 
solved because most compa- 
nies have not yet evaluated 
NCs or have decided it is 
too risky to contemplate 
such a switch until more 
bandwidth is available and 
servers become more power- 
ful. 

They cannot at present 
guarantee the uninterrupted! 
access to the server which 
would be essential for an 
NC-based network. 

Even when bandwidth 
become freely available and 
more powerful clusters of 
servers based on Microsoft’s 
Windows NT operating sys- 
tem are developed, it is still 
uncertain whether the cost 
of ownership argument will 
drive users to adopt the NC. 

M eanwhile, concerns 
about costs are 
pressing. Most 
large companies have begun 
prcdects to study the cost of 
ownership of their systems. 
Many have been vigorously 
tackling the hardware and 
software elements. 

Bill Kirwin. a Gartner 
research analyst, says that 
companies which have 
adopted the best practices 
have cut the cost of owner- 
ship by 25 per cent or more, 
mainly on labour costs 
involved in helpdesks and 
software expertise. 


Many large companies 
have conducted systems 
audits and thereby begun 
get a grip on what they 
own. In the process, some 
have discovered that they 
greatly under-estimated the 
number of PCs in the busi- 
ness. since so many were 
acquired by channels other 
♦ban central purchasing. 

Upgrading PCs is often a 
good investment, says Mr 
Kirwin. “Keeping them for 
more than four years may 
look good to accountants, 
hut it tends to Increase 
costs because you have to 
support multiple genera- 
tions of software," he notes. 

Many more organisations 
now use the negotiating 
power of a bulk purchaser 
from a single source to 
avoid paying higher prices 
than they need. It has 
become common to standar- 
dise on a single hardware 
manufacturer or configura- 
tion or both. Also users 
have been helped by fierce 
competition between suppli- 
ers, which has brought unit 
costs down. 

Many have also investi- 
gated their use of software, 
enforced standards and 
rationalised purchasing. 
They have tightened up on 
software licences so that 
they do not cover more 
users than they need - and 
all users are covered so they 
do not risk legal action 
against them by suppliers. 

Now they are looking into 
the cost of support Many 
have no idea how frequently 
their machines need sup- 
port or service or what for. 
Now they are starting to 
study this, some users 
report that Installing config- 
uration management and 
software licensing tools has 
saved them huge amounts. 

It seems unlikely that 
concerns about the cost of 
ownership of PCs will stem 
the tide of downsizing, 
which is reducing the num- 
ber of mainframe users to 
those who have no alterna- 
tive regardless of cost 
Mark Hornby, corporate 
development manager for 
Seagate Software, which 
sells system management 
software, argues that the 
OMt of ownership of PCs is 
still lower than that of a 
m ainfr ame and will fall fur- 
ther while that of the main- 
frame has little scope for 
further reduction. 
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Farewell to the centralised IT department 

Increasing demands for new business solutions will consign the traditional, centralised IT department to history 


T he centralised IT 
department is on its 
way out - even 
though it has never 
been busier, according to 
analysts at the Gartner 
Group. 

Pinched between the pack- 
aged application market 
(and a managerial desire to 
remove service issues from 
the business agenda) on the 
one side, and the decentrali- 
sing effects of today’s infor- 
mation technology capabili- 
ties on the other, the 
traditional, centralised cor- 
porate IT department with 
an enterprise-wide mandate 
to provide IT capabilities to 
any, and all. comers is mov- 
ing into history, say the 
Gartner consultants. 

Rises in IT staff remunera- 
tion are playing no small 
part in bringing a large 
investment in IT staff to an 
end as well, says Gartner. 
“Completion of the year 2000 
task will be, for many, the 
capstone to this phase of IT’s 
deepening embedding in the 
enterprise.” 

But the consultancy cau- 
tions that this does not 
mean wholesale outsourcing 
of IT services (although most 
enterprises will enter into 
one or more outsourcing 
contracts during the next 
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five years), nor does it mean 
anarchy win rule. 

“The revolution sparked, 
first, by the PC, then, by 
local area networks and, 
finally, by client/server com- 
puting and the internet is 
about to be reined-in and 
condemned to history as 
welL Five years from now, 
the typical large and com- 
plex mid-size enterprise win 
have more consolidated IT 
capabilities than it does 
today,” the consultancy pre- 
dicts. 


□ How should the IT depart- 
ment tran sf or m its develop- 
ment practices to meet the 
challenge of accelerated 
demand far IT solutions? 

The raison d’etre of the IT 
organisation has always 


been the need to service 
business requirements. Yet 
in many organisations, that 
need is coming to an end. 
Driven by the capabilities of 
the application suites now 
available - for example, 
Baan. Oracle, PeopleSoft, 
SAP and J.D. Edwards - 
more than 90 per cent of 
transactional needs are now 

satisfied “out of the boot”. 

Furthermore, the business 
in general is maturing, rec- 
ognising that there is often 
limited to negative value in 
customising IT solutions to 
be a “perfect” fit to the 
organisation as it currently 
exists: business process re- 
engineering efforts have 
taught that the business, 
too, can adapt. 

“While competitive advan- 
tage may still be Bought in 
producing formal workflows 
- a customer-centered 
approach to business events, 
as opposed to the process- 
centered approach of the 
transactional packages - 
and in building external 
linkages using electronic 
commerce solutions, for 
example extranets, these 
same enabling technologies 
make it possible for end 
users of IT to construct their 
own decision support, collab- 
orative and ad hoc workflow 
capabilities” 

While these solutions may 
lack efficiency, they offer 
effective and timely delivery 
for limited needs. 

Leading-edge businesses 
and certain industries - for 
example, fmanrial services - 
will remain dependent on 
portfolios of applications 
developed in-house but 
many other industry-specific 
packages will enter the mar- 
ket as lieensAH products dur- 
ing the next five years. 

Looking ahead, Gartner 
predicts that, “by 2003, rela- 
tionship management will 
evolve into 'endeavour man- 
agement 1 in SO per cent of 
enterprises, 30 per cent of 
endeavour managers will be 
located in a consolidated 
business t ransf or mati on unit 
and 70 per cent will report 
directly to relevant business 
unit managers”. 

Three years ago, most IT 
departments did not have 
relationship managers, but 
today a majority do. And the 
role of the relationship man- 
ager continues to evolve 
from a focus on service 
issues towards a mixture of 
endeavour And 

sendee management, today, 
and an expected focus an 
business endeavours, tomor- 
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row. This final transition, 
says Gartner, will transfer 
many relationship managers 
into the business itself, 
where they will become 
internal consultants to the 
business management t*mm 
Meanwhile, by the year 
2003, Gartner analysts pre- 
dicts that three-quarters of 
development resources for a 
typical project will not be 
employees of the enterprise 
but wfll be sourced for the 
engagement only. 

“The escalation in com- 
pensation for legacy skills 
and some package and lead- 
ing edge skills, and the 
destabilised labour markets 
in most of North America, 
parts of Europe and some 
areas of the Pacific Rim, 
highlight the economic 
underpinnings of the new 
sourcing strategy far devel- 
opment - spend freely to 
retain highly leverageable 
skills , and source the rest 
“As demand for consulting 
continues to outran supply, 
project management skills 
remain a key internal capa- 
bility- for most enterprises. 
Certain other skills - 
because of their potential to 
unlock “free* productivity, or 
to differentiate the enter- 
prise in the marketplace, or 
to assist end users in getting 
value from collaboration or 
information-sharing services 
- also remain in demand 
and justify internal staff 


are vita! in business: the outsourcing of TT services to Inc r e asi ng s t e a dB y 


where knowledge of the 
enterprise and its capability 
to exploit o p po r t u nities. 

“For all other develop- 
ment-oriented skills, sourc- 
ing strategies that focus on 
'just-in-time* delivery of staff 
will emerge. This suggests 
that current trends toward 
decentralised development 


ment, applications will be 
seen as time-limited’ (as 
packages and productivity 
tools already are) ana thus 
as items to acquire, hold and 
replace rather than main- 
tain. 

Lowered enhancements, in 
turn, m«kp outside mainte- 
nance more practical - a vir- 


The evolving role off computing 
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•Date centre systems 
•DepartmsfV-ceritric 
systems 

•Departmental computing 


•Data processing 
I •OrgartratJon-cei Me systems 
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•Data 

•End-user empowerment 
•VMoriqytxp computing 
•Mobfe workers: COHO 
Hntamet/intranat 
-Bacftcrsc c o mmece 
•Speed, flodbBty 
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Time-saving document management system for 80,000 drawings: Raychem Wire and Cable’s detafied 
CAD/CAM dr a wi ng s can now be made available to sales offices throughout Bwp a with a new system 
from Insight Technologies, based at Famham, hi Surrey. Technical thawings that once took up to five 
days to retrieve ttom files far sales requests can now be traced and sent ki msiutes 


wiD migrate into decentral- 
ised user support capabili- 
ties; maintnnanpp , in turn, 
will be deemed 'outs our ca- 
ble’ as legacy maintenance 
becomes an increasing por- 
tion of the enterprise's cost 
of IT." 

Researchers at Gartner 
predict that by 2003 internal 
development capabilities will 
be focused on one or, at 
most, two application areas 
designed to leverage the 
organisation’s competitive 
strategy. Other areas will be 
handled by packages, exter- 
nal services or end-user 
tools, even If these are sub- 
optimal on a project cost 
basis. 

Most applications in 80 per 
cent of enterprises’ portfo- 
lios will be m a int ain e d by 
external resources and 80 
per cent of enterprises will 
have permanent portfolio 
transition strategies in effect 
by 2003, Gartner believes. 
“Maintenance remains the 
single greatest factor hold- 
ing the development organi- 
sation together, but mainte- 
nance, as we have known it, 
is coming to an end,” the 
consultancy eiaims- 

A sharp rise in interest in 
offshore maintenance and 
Infrastructure plus mainte- 
nance' outsourcing deals are 
the first indications that 
enterprises are willing to 
consider trading long-stand- 
ing working relationships 
and ’knowledge of the appli- 
cation, the business and 
their history" for lower costs 
of support. 

This move will herald a 
shift in the expected future 
of an IT investment. Rather 
than the traditional ‘sunk 
cost' approach, which led to 
enhancement after enhance- 


tuous circle. Without main . 
tenance as the glue, internal 
development groups will dis- 
band into' ‘skin pools’. 


□ How should the IS organi- 
sation transform its opera- 
tional and support areas to 
meet the service needs of an 
increasingly mobile and 
global user community? 

Gartner addresses this 
issue by posing a series of 
further questions: 

• When can an enterprise's 
Web site be shut down? 

In a global economy, it can’t: 
it is always prime time, 
somewhere (or else the Web 
site serves no business pur- 
pose). 

• When can an enterprise’s 
extranet links be shut down? 
Unless its trading partners 
agree, they cannot. Likewise, 
partnerships and virtual cor- 
porations an must agree, or 
trust is lost. 

• When can an enterprise's 
internal communication and 
decision systems be shut 
down? 

When employees who use 
these systems travel; produc- 
tivity is lost (perhaps even 
deals are lost) when they are 
away. 

The demand for continu- 
ous operation, worldwide, 
continues to spread from one . 
industry to another as the 
joint impact of globalisation 
and broader enterprise inter- 
ests becomes the normal 
mode of operation 

Manufacturers, distribu- 
tors and other sectors are 
now facin g this demand — 
faced first in the financial 
sector - far heightened lev- 
els of operations and sup- 
port Whereas internal tran- 


sactional systems could be 
taken down and made 
•unavailable' periodically, 
external relationships that 
are unavailable signal the 
message: 'deal with a com- 
petitor’, wains Gartner. 

While, today, operations in 
the typical IT organisation 
represent the most efficient 
and service-conscious part of 
that group - and are most 
often consolidated to 
improve service - few enter- 
prises can afford the com- 
plexity of service required to 
compete in the 21st century, 
the consultancy suggests. 

“By 2003, more than 70 per 
cent of enterprises will 
acquire at least 25 per cent 
of their operational services 
for networks and ap plication 
processing through external 
service providers rather than 
operate their own infrastruc- 
ture." 

Similarly, by 2003, the 
group believes that a quarter 
of all enterprises will 
acquire external services 
based on business processes 
and/or application suites 
rather than by assembling a 
portfolio and __ having the 
facility managed as an IT 
contract. So, can outsourcers 
do a less expensive job than 
an internal IT department? 

A significant number of 
businesses actually manage 
to meet or exceed typical 
outsourcer efficiency levels. 
Outsourcing in the future, 
however, win be more driven 
by desires to ‘clear the desk’ 
of service issues, provide 
continuous service, or to out- 
source business processes 
than by an efficiency-based 
business case. 

“In the next -century, out- 
sourcing is as likely to turn 
on the total cost to own and 
operate a process (or at the 
least, an application) as it is 
on the cost of IT itself. Pack- 
ages, for instance, offer an 
opportunity to leverage 
package maintenance, pro- 
vide replicated capabilities 
far continuity of operations 
and amplify inter-enterprise 
linkages.” say analysts. 

Business process outsourc- 
ing, too. takes work away 
from the IT operation in 
favour of the process out- 
sourcer. As a first stage, 
inter-business-unit and inter- 
public-sector-organisation 
‘mergers of interest’ will 
continue to predominate, as 
these units seek to gain effi- 
ciencies through internal 
outsourcing between agen- 
cies or business units. Later, 
convergence between trad- 
ing partners will couple with 
external offerings to general- 
ise the opportunities avail- 
able in the market 

By 2003, 60 per cent of 
enterprises will require 
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Business briefing for senior managers 


M ore than 100 
high-profile 
speakers are 

airing pari in the three-day 
Inline information 97 
xmference in London from 
December 9-11. 

The international event, 
vhich runs alongside the 
Inline Information show 
rith more than 300 
inhibitors, will take place 
it the National Hall and 
Ilympia 2. 

/Vide appeal 

inline Information 97 is 
[escribed as one of the IT 
world’s key events for 
ompanies Involved in the 
ielivery and use of online 
of munition, aimed at a 
ii verse audience r anging 


from business leaders to 
broadcasters, marketeers, 
librarians, publishers and 
management consultants. 

An executive business 
briefing on corporate 
information resource 
strategies is planned for 
Monday, December 8 at the 
Novoteh Hammersmith, 
London. This briefing is 
intended for senior 
managers, IT directors, 
strategic planners and those 
responsible for marketing, 
sales, planning, 
communications and 
information management. 

Delegates trill be able to 
pinpoint their main areas of 
interest while trainers will 
be on hand to recommend 
the most appropriate route 
through the main 


A web population explosion 
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conference programme. 

Themed product 
presentations, satellite 

workshops and tutorials 
will also take place between 


Monday, December 8 and 
Friday, December 12. 
Special features will focus 

on electronic publishing 
and information 


management, while a T*ush 
Pavilion’ will give 
educational presentations 
on ‘push* technology which 
automatically delivers 
World Wide Web content to 
subscribers’ personal • 
c om put e rs. 

Themes at the 
rnnlt i-li Htfiial irariw online 
conference, which is likely 
to attract more than L20Q 
delegates, will indude: 

□ Converging 
technologies and 
information content in the 
online industry. 

□ Managing information: 
the solution to overload. 

□ Measuring; marketing 
and maintaining the 
information asset. 

□ The potential impact of 
•posh’ technology. 


□ Knowledge' 
management strategies. 

□ Developing new 
revenue models: do . 
publishers see the Internet 
as a fresh source of income? 

□ The information 
society; new technologies, 
new jobs. 

□ Ensuring the quality of 
information: real-time, in 
the areas of finance, 
science, technology and 
medicine. 


For more details of Online 
Information 97, telephone 
+44 (0)1865 388 000: JdX +44 
(0)1865 736 354. Emait 
regist3vdonstqJearned.co.uk; 
other details via 
ieano.online-mfornKttUm.com 

Michael Wiltshire 


internal support organisa- 
tions to add value by work- 
ing directly with end users 
to increase their productiv- 
ity; product and usage sup- 
port will migrate to tr aining 
vehicles embedded in, or 
conjoined to, applications or 
product speciality consoli- 
dated external help desks. 

Sendee desks/help desks, 
maintenance staff and other 
IT professionals often fail to 
actually help end-users do 
their work, claims Gartner. 
Often, the assistance from 
these desks is either product- 
related or kept at a distance 
- Til send you the report 
once Tve created it.” 

Basic IT skills, however, 
will increasingly be 
assumed, just as simple liter- 
acy and numeracy are 
assumed today for employ- 
ees, causing a transition 
from these types or support 
to direct support of people 
and their work. 

Most service capabilities 
will migrate to the business: 
they will be logically consoli- 
dated but physically distrib- 
uted. This will ensure that 
mobile staff have access to 
service using local staff and 
that hands-on demonstra- 
tion/creation of ‘informating' 
tools can occur. Coupled 
with learner-paced and com- 
puter-mediated training as 
well as embedded process 
help, user-support will move 
away from the technology 
and closer to the work each 
user does. 


W hen should organi- 
sations consider an 
internal service 
business model for provid- 
ing IT? 

About 20 per cent of enter- 
prises are choosing to take 
up the challenge of "what fol- 
lows IT' by converting the IT 
organisation into an internal 
service business (which may 
or may not seek external cli- 
entele and profits;. 

The use of a business unit 
and a corporate shell allows 
the enterprise to isolate the 
escalating remuneration 
packages for IT profession- 
als, adjudicate priority dis- 
putes through a pricing 


mechanism and handle 
internal depreciation on the 
application portfolio without 
otherwise modifying busi- 
ness practices. Profits, in 
turn, may be sought by con- 
verting needed in-house 
applications into packages, 
providing trading partner 
support and leveraging 
developed IT competencies. 

In addition, companies in 
similar industries are pool- 
ing their IT resources to cre- 
ate common IT vendors 
designed to serve their 
needs. An internal vendor 
organises itself os a subset of 
the external services market 
- it contains consultancy- 
style practice areas, resource 
pools that parallel the con- 
tractor market, infrastruc- 
ture outsourcers; facility 
managers and so forth. 


C: How should the IS organi- 
sation transform its plan- 
ning and relationship man- 
agement capabilities to 
balance the enterprise's 
often conflicting demands 
for IT services? 

For years IT managers 
have concerned themselves 
with alignment: making sure 
that IT investments. IT plans 
and IT activities match their 
business counterparts. 

Two key lessons are being 
learned by the business man- 
agers of the typical company 
today. First, packages form a 
■good enough' base in the 
portfolio to run most busi- 
ness activities, and. second, 
a failure to consider the 
long-term consequences of 
an IT-related decision leads 
to higher costs in the future. 

But with today’s package 
suites, how much of the con- 
tent of the IT plan is still 
relevant? The data architec- 
ture quickly becomes the 
package's data store; the 
infrastructure, the require- 
ments of the package. 

A high proportion of the 
businesses that cannot use 
these package suites fall Into 
that category because their 
businesses are not unified or 
because their market sensi- 
tivity or minimal business 

Continued on next page 
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executives use Softworld 
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Softworld addresses the issues 

Over the last seven years Softworld 
has successfully helped thousands of 
senior executives to evaluate, seLect 
and purchase the right financial 
software for their company. 

Softworld has evolved with the 
market and over two days aims to 
tackle the key issues in this market. 

Take advantage of the winning 
Softworld formula this year... 

FREE exhibition 
FREE seminars 
FREE product briefings 

FREE Report & 

Product Directory 

NEW format Masterclass 


telephone 0181 240 5044 
or fax 0181974 5188 

Of email softworld@softinfo.com 


visit our Web site http://www.softinfo.com 
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INTERVIEW • John Patrick, vice president of f?5M 


Predictions of an IT visionary 



While the Internet may be slow today, that will soon 
change, says IBM's John Patrick, who is also enthusiastic 
about die future of electronic commerce. He is 
interviewed here by Joia ShflHngford 


Patrick: new Internet business model are needed 


J ohn Patrick’s interest in 

the Internet began as a 
hobby. IBM’s vice presi- 
dent and Internet guru 

recalls how, in the early 

1990s, he was experim enting 
with the Net on Saturday 
mornings and became 
impressed by the ease with 
which he could display lists 
of files on connected comput- 
em. 

By the time he saw the 
World Wide Web. with its 
colour graphics and Units 
between sites, he knew “the 
Net would be huge". The 
nest step was to persuade 
IBM. Around this time - 
1993 - he began talking to 
the board. With their sup- 
port, he began to spend more 
and more of Ms time investi- 
gating this network of net- 

WorkS- 

He was working in corpo- 
rate strategy, hot by 1994 Ms 
job was really based around 
the Internet Soon, he won 
the go-ahead to create a vir- 
tual Internet tw™ 

“That wasn’t hard," be 
recalls. “There wee plenty 
of Internet enthusiasts 
■underground’ at IBM. I 
merely enabled them to 
‘came out*. What was more 
difficult was working out 
where the money was to be 
made." 

In May, 1994, when IBM 
buflt its own Web site, “we 
could see that it was a good 
way to communicate with 
our own staff and with oth- 
ers. We said: There’s going 
to be a business o p po rtuni ty 
here.’ So we decided to 
organise more formally 
around the perceived busi- 


ness opp o r t u n ity." 

IBM annflimniil that It W3S 
Setting up an Internet divi- 
sion and, by the summer of 
1995, this was in place. Since 
them , the division has been a 
catalyst tor Internet ac tivi ty 
at the company. 

Today. IBM is one of the 
traditional co m puter compa- 
nies most active in promo- 
ting its Internet expertise. 
Its Internet adv e rtisements 
appear everywhere bum ter- 
restrial to satellite TV, to 
in-flight entertainment 
systems. IBM’s message is 
that companies could solve 
lots of everyday problems by 
doing business on the inter- 
net 

But is tills true? Everyone 
knows the Internet is slow - 
but not for long, according 
to Mr Patrick. He believes 
that three developments will 
radically change f aro of 
the Net “First, bandwidth. 
b andw idth and more band- 
width. Second, agreed stan- 
dards tor secure payment 
TMrd, the ubiquity of Son’s 
Java programming lan- 


Mr Patrick says: “People 
*wid to think of computes 
as being fast - and commu- 
nications as being slow, but 
it is going to be just the 
opposite. The backbone of 
the Internet will be faster 
than the speed at which you 
can move data from your PC 
screen to your hard disk. 
The rate of progre ss win be 
much faster in telecoms 
than in PCs." 

Bandwidth can be broken 
down into two parts, he 
“The backbone net- 




Sometirnes the 
cjuickest way 
from A to Z 
is to start 
in the middle. 





Maptar MRtciik Us unique midpoint 
landing and exceptional reliability, 
retrieves most data up to three time}, 
faster than comparable systems. 


The Mags tar MP storage system starts in the middle 
of the tape, instead of the beginning, so you can 
retrieve most data up to three times faster than 
comparable tape storage systems! (Such a simple 
idea, our competitors wonder why they didn’t think 
of it first.) Which means tape isn’t just for backup 


anymore. With Magstar MP*$ remarkahfe three-year 
warranty, you can now confidently use tape for 
all your storage needs. "Visit www.ibm.de/stora ge 
or call Miles Peterson on 0990 5S77U for more 
information. 


Solutions fora small planet 
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work is ratter Eke the M2S - 
the ronnd-London motorway 
s y s t em. Then there are the 
roads connected to it which 

provide The last nrile’ to the 
user's house." 

He predicts that there will 
be “incredible advances" in 
the first area. Among them 
will be developments in: syn- 
chronous optica] network 
technology (Sonet): asyn- 
chronous digital subscriber 
line (ADSL) technology, sat- 
ellite Pmmmnnif yt inrns, cable 
modems, and wireless net- 
works. Sonet enables light 
pnTges to be Song at terrifi- 

Tt is actually 
safer to send 
credit card 
details over 
the Net than 
to give them 
out over the 
phone' 

cally high speeds through 
fibre-optic (glass) cables. On 
standard cables it is possible 
to achieve speeds of 10 bits 
per second (bps), but on 
fibre, gigabit per second 
speeds are possible. 

“It's like the difference 
between a one-inch diameter 
garden hose and one with a 
27-foot diameter." suggests 
Mr Patrick. “Already, a 10 
hiTTiroi bps fibre Wnlr is in 
operation between California 
and Denver.” 

Even faster speeds are pos- 
sible in the laboratory, be 
adric Tn the lab, cables can 
operate at 100 billion bps, 
with the potoxtial of a tril- 
lion bps,” enthuses Mr Pat- 
rick. 

ADSL is also within reach. 
There’ll be a period of time 
when there’s a lot of asyn- 
chronous bandwidth about,'’ 
comments Mr Patrick. 

This wieans the data that 
users recave from the World 
Wide Web - such as graph- 
ics and video - wQl be dis- 
played quickly. 

“Whereas information 
they send wffl be transmit- 
ted at as lower rate, though 


not necessarily slowly" 
According to Mr Patrick, 
“people have ADSL today at 
a couple of hundred bps “ 
but soon it will be available 
at nTW million ‘out*, six mil- 
lion 'back'.*’ 

“At one minion bps, real- 
time videoconferencing 

becomes possible. Cable 
jnrAtmn far use on cable TV 
networks also show great 
promise. They have the 
to provi de tern s of 


Even wireless communica- 
tions. which we normally 
tlilnV of as slow, could 
become faster. Mr Patrick 
comments: “When you get 
down to the science of the 
matter, there’s no reason 
why cant fly as fast 
through the air as over glass 
and What’s emerging 

is something to a higher fre- 
quency range, such as 28 
gjgaherz. We could see wire- 
less rates of tens of millions 
of bits per second." 

Homes of the future will 
be receiving data through 
the air faster than busi- 
nesses receive it today, pre- 
dicts Mr Patrick. But who 
will pay tor these hig her 
speeds? Mainly users, be 
says. “People pay two-io-five 
times more for cable TV 
♦ban they pay for Internet 
access," be says. “But that’s 
grtrng to change. Hie Inter- 
net is more useful than cable 
TV and people are watching 
TV and rang - the Net 
more.” 

Discriminatory pricing 
win also be posable. A new 
technology called Quality of 
Service/Oass of Service will 

pnaMn service providers to 
give certain types of Internet 
transaction, such as real- 
time '..videoconferencing, 
frtgtw priority than others. 
They will then be able to 
charge, more for them and 

gnm-a nteo higher transaction 

speeds. 

High speeds alone wQl not 
be esioagh to ensure the suc- 
cess of tiie Net for commer- 
cial transactions. New busi- 
ness models are needed, says 
Ur Patrick, such as the 
Onsale.com Dutch auction 
and the half a dozen other 
online auctions where cus- 
tomers bid for items such as 
mic ro w a v e s or airline tick- 
ets. However, successful 
electronic commerce also 
requires customers to feel 
secure about giving their 
credit card details onlin e — 
“they needn’t worry." says 


Mr Patrick. He thinks Jt is 
actually safer *° sen l 
card details over the Net 
than to give them out over 
the phone- Hr soys ** b safe 
to use a credit canJ /Jf ^ 
Net if there is a symbol ca a 
closed lock at the bottom of 
the internet browser you arc 

using. 

This symbol means It Is a 
secure connection, conform- 
ing to the SSL standard for 
encryption between the cli- 
ent and the server. 

IBM is also working oo the 
Secure Electronic Transac- 
tion (SET) standard, which 
is a standard to ensurcthat 
the requirements of the 
buyer and seller and credit 
card-issuing bank are all 
met Under SET. public and 
private key encryption will 
be used to keep credit card 
details secure. 

Ultimately, Mr Patrick 
believes users will have a 
digital wallet on their PC 
where they can click on an 
Image oTa Visa card to use 
it to addition, when they go 
to a vendor’s site, they will 
be able to look at a digital 
certificate to check that it Is 
authorised for secure trans- 
actions. 

Credit card companies 
hope to cut losses from'fiwud 
dramatically by doing busi- 
ness on the Internet, adds 
Mr Patrick. Ctoe day blcmet 
rics could even be used ' to 
check that a the user is a 
bonafide customer. For 
example, a videocamera on. 
top of a PC could check for a 
■fixee print'. 

Mr Patrick believes that, 
in the fixture, people will not 
merely use the Net from per- 
sonal computers, network 
computers or TV sets. He 
think* the use of Sun’s Java 
programming language in 
telephones, cars and even 
domestic appliances, will 
make access to the Net ubiq- 
uitous. 

Because Java' can run on 
any computer - or ..be built 
into tiny application-specific 
integrated circuits, it will be 
the ‘glue’ that links different 
systems to the Net. 

“Java will enable almost 
aqy device to interact on a 
network and the Web will 
become the new graphical 
user interface.” says Mr Pat- 
rick. “When you look at it 
that way, [Microsoft 1 Win- 
dows is irrelevant” 

When you look at it that 
way, no wonder IBM is bad- 
tog the Internet 



Hfsfnr speeds on fbo Mamet wl cnmntuaSy bring a boost tor real-time videoconferencing, says John 
Pabk*. A”"* csBed QoaRy <* SanricWCfcw of Service wB enable service provfdera to ah* 

vidBocordurancing higher prio-fty than others, wftto guvanteed hfgb transaction speeds - at a price. 

Pictured above is the System 4000 videoconferencing system 


lx guiding principles 


JRrmn prevfons page: 

strategy to survive and 
thrive demands IT risk-tak- 
ing or speed to market 
For example, in a financial 
institution there is not an IT 
plan because the 'enterprise' 
itself is a coDectian of ‘busi- 
nesses’ pointed at a collec- 
tion a f ‘markets.’ each with 
its own demands for success. 

The result? Information 
technology planning 
becomes business planning 
By 2003, suggests Gartner, 
75 per cent of organisations 
will recognise long-term 
costs in their IT business 
case evaluation processes 
and business IT budgets will 
be required to support a sys- 
tsn of consolidated accounts 
to handle contracts and 
enterprise-wide services. 

According to Gartner ana- 
lysts, the “free ride is over". 
Specifically, they suggest the 
following six principles: 

• Nothing lasts forever 
(therefore set a termination 
date). 

• Busi n es s commitments 
are for the in place’ period, 
not the fiscal year. 

• Support is an obligation, 
not a right. 

• Transition is a process, 
not an event. 

• Protects and endeavours 


w£U have limits and wxG be 
terminated if they are not 
managed. 

• Prove the value of own- 
ing resources to keep them. 

And the ‘bottom line*, 
according to Gartner ana- 
lysts, is that extensive out- 
sourcing and its counterpart, 
creating rr service busi- 
nesses, lie nht*aA 

Responsibility for getting 
results from IT, paying for 
the long-term costs of IT 
decisions and so on, is mov- 
ing to the business as is con- 
trol over the IT environ- 
ment 

During the transition, con- 
sultancy practices will apply 
to a restructured develop- 
ment group. The role of the 
chief information officer 
(CIO) is changing from Van- 
ning IS’ to *buiidtog com- 
monality' and strategic lead- 
ership. 

To co mplete the scenario. 
Gartner consultants suggest 
the faHowiDg careorolated 
planning guidelines for IT 
managers and staff: 

• Endeavours will out- 
weigh projects for recogni- 
tion of the value of your par- 
ticipation, except where the 
project creates a package 
that is licensed in the mar- 
ket. 

• Business analysis, risk 


analysis and financial 
will be done in the bu* 
area itself; the ‘consu 
model for develop: 
implies a separation of ; 

• Renumeration lev® 
the IT industry will 
materially decline folk 
the completion of. 
decade, therefore enter] 
will employ more la 
through contractors ant 
sultants in general. L 
maintenance will like 
outsourced due to cost 
sures. 

• Operations mam 
should develop fina 
management, contra 
and outsourcer manage 
capabilities, using 
tracts for marginal 
forms, bandwidth 
demand to selected cii 
stances, and so on, to 
experience needed foi 
‘mostly outsourced’ fij 
Staff should look for e 
tunities to support end 
and demonstrate vulw 
doing so. 

• And finally: learn 
business-related and 
nwn agement-related ski 

each technical skill acq 
when planning a per 
career devel opment pia 
continued employnt 
within your current c 
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Japan toughens 
up for Big Bang 

Arranged marriages appear to be going out of 
lavour in Japan r in business as well as in pri- 
i«te life. Until recently, the obvious solution to 
tne threatened failure of Sanyo Securities would 
nave been for the finance ministry to it 

with a more prosperous partner. But in the 

newly competitive finary^ai climate of 
Big Bang liberalisation, all the prospective 
spouses have responded with a polite but Ann 
“no". Page 19 

Hand takes the reins at Emap 

Breathing new life into 
existin g titles, and 
launching new onec, is 
a strategy which has 
served Emap, the 
media group, well in 
the UK. Now, with 
Kevin Hand (left) as 
the new chief execu- 
tive, the group is likely 
to try the same formula 
in Germany and 

France. But will Emap 

buy its rival IPC, which was put on the market 
last week by Reed Elsevier with a price tag of 
up to £lbn (*L66bn)? Page 21 

Derivatives trades hit fresh highs 

Volatility on world financial marfrcta last rarmrti 
led to record trading volumes on the loading 
derivatives exchanges. Page 22 

Safe Singapore back bi favour 

Singapore’s reputation for staid conventionality 
has sometimes alienated south-east Asian inves- 
tors. Now, however, as financial turmoil grips 
the region, prudence is once again a virtue. 

Page 34 
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Bourse attempts to stem flow of companies listing overseas 

Italian stock P~ 

exchange set I 

to relax rules HBHH Sr ”1— - 


By Paid Betts in MStan 

Italy's newly privatised stock 
wTinngw yesterday moved to 
simplify regulations and 
reduce the cost of trading In a 
bid to halt the drift of medium- 
sized companies to New York 
and other overseas markets. 

Draft proposals to be 
approved by a shareholders’ 
meeting of the bourse on 
November 19 will scrap the 
role whereby companies must 
show three years of consecu- 
tive profits before they can 
apply for a listing in Milan. 

This regulation was one of 
the reasons why Gucci, the 
Florentine fashion house, 
decided to list on the New 
York and Amsterdam stock 
exchanges three years ago 
after it was refused a Milan 
listing. 

Gucci has never looked back. 
Several other Italian compa- 
nies such as Luxottica. the 


world’s leading producer of 
spectacle frames, Fila, the 
spartwear maker, »ntj Natuzzi, 
a sofa manufacturer, followed 
Gucci’s example and set off far 
Wall Street, bypassing Milan. 

In recent months, the Italian 
stock market has become anx- 
ious that other fashion houses 
such as Armani, Versace and 
Ferre - all considering stock 
market listings - would opt for 
foreign listings. It also fears 
that the so-called “Gucci fac- 
tor” risks spilling over to 
another potentially lucrative 
new sector, with most of the 
country's Serle A (first divi- 
sion) football dubs now con- 
sidering stock market listings. 

Clubs such as AC Milan, 
Juventus. Inter Milan. Bolo- 
gna, Lazio, Vicenza have 
already said they were inter- 
ested in going to the stock 
market Many are attracted to 
London, which has taken a 
lead in football stocks. 
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The poor financial perfor- 
mance of these dubs in recent 
years would disqualify most 
f rom a Milan listing under the 
existing stock market rules. 

Under the new pr npnaaig . a 
company will no longer have 
to show it has been operating 
profitably in the previous 
three consecutive years . 
Instead, it will only have to 
show its activities can gener- 
ate profits. It win also have to 
present to the stock market its 
balance sheets for the three 


previous years, with at least 
the last balance sheet audited. 

The stock exchange will only 
consider companies whose Ini- 
tial capitalisation would total 
LlObn ($5.9in). Companies com- 
ing to the market for the first 
time will also have to be spon- 
sored by a bank, an invest- 
ment firm or another author- 
ised broker. Sponsors will have 
to guarantee the financial fore- 
casts and figures' of the com- 
pany. They will also have to 
publish twice a year a finan- 


cial analysis of the company. 

At least 25 per cent of a com- 
pany’s capital will have to be 
floated on the principal Milan 
market. In the case of the 
unlisted securities market, the 
minimum capital has been 
raised to 20 per cent from 
10 per cent. 

Stefano Preda, chairman of 
the new private stock 
exchange company, said the 
bourse aimed to attract about 
100 new companies to the mar- 
ket over the next three years. 
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Mexican banks start consolidation process 


BZW 

Banacd 

Banamex 

Banco del AD&ntico ' 
Bantam Trust 
Barclays Bank 
Bamas&Nobie 
Bettarware 
Borders 

British Patroteum i 
Cadbury Schweppes 
CeUnet 

China IntT Power 
China Everbright 
CompUSA 
Cootason 
Deutsche Shelf 
Deutsche Telekom 
Dr Popper/7 Up 
Emap 

EqutJabte Companies 
Ra 

Gertmore 
Genera/ Motors 
Gtsxo Wedcoma 
Goldman Sachs 
Grssfen Industries 
Great Lake* 

Gucci 

Guinness 

Hartsttme 

Hoaohst 


^ 1S National Power Corp 17 

10 Natuzzi 15 

New Cora 19 

^ Newcourt Credit 17 

16 Nows Corp 4 

14 Naxt 30 

18 Nippon Ufa 17 

2 Q Northwest Airlines ■ is 

1fl PHtington Solar Irtt 3 

, ^ Putnam Investments 17 

18 Bacai Bectrorfcs 30 

° Badland 20 

• • Reed Bawtar 21 

9 Renault 2 

■ 7 Rote-Royca 3(14 

16 Romak 24 

20 SGL Carbon 17 

3 SKF 10 

10 Sanyo Securities 19 

18 Senior Engineering 30 

21 Sun Ufa SO 

16 Telefanos da Mexico 10 

15 Thames Water 30 

20 Thyaaen 17.1,14 

18 Trettaborg 18 

30 Trustor . . 15 

15 United Airlines 4 

19 vereinsbank 17 

20 Volkswagen 18 

15 Waste Management 16 

15 W3Bs Conoon 20 

30 Yahoo Japan 1 

10 Zeneca 30 


By Les (to Crawford 
bi Mexico CHy 

Ban am ex. Mexico’s largest 
bask, is in exploratory merger 
talks with Banco del Atlfintico, 
the country's eighth ranked 
hank in tpim of assets. 

His begins thn process of 
consolidation in Mexico’s trou- 
bled banking industry. 

In separate negotiations, 
Banacci, the financial group 
which owns Banamex. is dis- 
cussing the sale cf a minority 


stake in its brokerage bouse, 
Acdval, to Goldman Sachs of 
New York. 

“The consolidation process 
in Mexico is inevitable and 
will be faster and more dra- 
matic than most participants 
currently realise,” says Jos6 
Qarcla-Cantera, an analyst 
with Salomon Brothers in New 
York. 

Be believes mergers will be 
driven by the banks’ need to 
cut excess capacity. The indus- 
try is still struggling to 


recover from Mexico’s finan- 
cial crisis of 1995, which led to 
the near collapse of the bank- 
ing system. 

Only a government bailout - 
the cost of which is still rising 
- prevented a finanrinl melt- 
down. Several banks have 
been sold, while other institu- 
tions have sought foreign part- 
ners to recapitalise then* 
operations. 

The government has taken 
some $45bn (£27.lbn) of bad 
loans - or nearly half out- 


standing loans in th e banking 
system - on to its books. But 
banks are still burdened with a 
high level of non-performing 
assets, which account for 
about is per cent of the total 
extended credit. This has put a 
break on new lending and 
added to the problems of over- 
capacity. 

Banco del AtJ&ntico is one of 
four small banks ripe for a 
takeover. It has 203 branches 
and a 42 per cent share of the 
loan market, and is considered 


too small to survive in the 
more competitive environment 
caused by the entry of foreign 
banks since 1995. A number of 
small Mexican banks - includ- 
ing Prom ex, Bancrecer and 
Bancen - are facing problems. 

Banamex said the purchase 
of a small bank such as Banco 
del Atl&ntico could be an inex- 
pensive way of acquiring 
branches in the face of the 
expansion plans of its rivals. It 
stressed talks were still at the 
exploratory stage. 


Exchange threatens penalties over Trustor funds 


ByTfm Burt and Greg Mdvorin 
Stockholm and Clay Harris In London 

TTustor, the Swedish investment 
company under investigation over the 
, alleged disapp e a r ance of SKr620m 
, ($83m), was yesterday warned it could 
be heavily fined or delisted if it failed 
to clarify its fin ancial situation. 

The Stockholm stock exchange has 
told the company - controlled by Lord 
Moyne of the Guinness brewing 
dynasty - it could be penalised if it 
does not disclose the whereabouts of 
its assets by the end of the week. 


A senior Swedish police officer has 
gone to London to liaise with Britain’s 
Serions Fraud Office over possible 
criminal proceedings involving the 
misuse of Trustor funds. Jochum 
SOdestrOm, the officer in charge cf the 
case at Sweden’s National Criminal 
Intelligence Service, said; “The total 
information we have been getting 
strengthens the suspicion that a crime 
has been committed.” 

Lord Moyne was said yesterday by 
his UK publisher to be “abroad” and 
unable to be contacted. His corporate 
memoir. Requiem for a Family Busi- 


ness, is due to be published next week. 

The case centres on the transfer of 
SKr620m from Trustor accounts In 
Sweden to one of the company’s 
accounts in London. According to 
Swedish investigators, that account 
has subsequently been found to con- 
tain less than SKr200,000. 

If the funds have been transferred 
beyond the control of Trustor, it could 
contravene Swedish law protecting the 
rights of minority shareholders. 

The investigation was stepped up 
after preliminary inquiries by the 
Swedish state prosecution service 


Barry Riley 

Stock markets do have a 
downside, after all 


prompted the suspension of Trustor 
shares at the end of last week. 

BJOrn BjBrnsson. non-executive 
director and representative of minor- 
ity shareholders, said a board meeting 
was likely this week and that he had 
been assured information would be 
provided to the stock market 

The Stockholm stock exchange said 
Trustor had failed to respond to 
requests for information about its 
finances. Hans Bdenhammer, head of 
market surveillance, said: “We will 
have to consider what action to take 
by the end of the week.” 
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Barclays in 
partial sale 
of BZW 
equities arm 

By Jane Martinson and 
Clay Hams in London 

Barclays, the UK bank, has 

failed to find a buyer willing to 
take over the entire equities 
and corporate advisor}’ busi- 
nesses of the BZW investment 
banking arm it put up for sale 
a month ago. 

Credit Suisse First Boston, 
the Swiss-US investment bank, 
has reached a preliminary 
agreement with Barclays to 
buy just the UK and continen- 
tal European equities busi- 
nesses. 

This leaves the group's 
equity derivatives division und 
its businesses in Australia and 
Hong Kong - which represent 
about half of the total being 
sold in terms of revenues and 
staff - still up for sale. 

CSFB decided against mak- 
ing an offer for the equity 
derivatives business and its 
Asia-Pacific operation partly 
because they overlapped with 
its own operations. 

The whole of the business 
put up for sale accounted for 
£200m Of the £692m or BZW s 
revenues in the first half of 
this year. Although Barclays 
said the business for sale was 
profitable, little is known 
about the capital and costs 
allocated to it. Analysts had 
expected it would fetch 
between £400m and £500m 
when the sale was announced. 

The exclusivity agreement 
allows CSFB less than a week 
to agree final terms. The bank 
is to confirm lock-in agree- 
ments with key members of 
BZW staff during this period. 
It can still walk away from 
any deal, leaving Barclays to 
face an more uncertainty. 

The outline deal is likely to 
be regarded as a failure on the 
part of Barclays, which had 
suggested to other buyers that 
it wanted to sell the businesses 
as a unit Some 30 b anks were 
understood to have expressed 
an interest in buying parts of 
BZW last month. 

CSFB is believed' to have 
found no resistance when it 
put its partial offer to Barclays 
e arly this week. By that time, 
CSFB was the only runner. 

But Martin Taylor, Barclays' 
chief executive, said last nigh t 
that he was “happy with the 
way things have worked out" 
and defended the sales process, 
which has been criticised by 
other investment bankers. 

The sale was handled by 
Goldman Sachs, the US invest- 
ment bank. 

Lex, Page 14 
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Victor Nleder- 
hoffer’s friend 
was brntally 
frank. ‘It’s only 
a matter of 
time unto you 
go under,” he 
said, after read- 
ing a draft of 
tiie ace trader's book The Edu- 
cation of a Speculator, pub- 
lished earher this year. 

Unfortunately, the unnamed 
friend turned out to be only 
too right: Niederhoffer*s $U0m 
hedge fund was wiped out last 
week, evidently positioned the 
wrong way in S&P Index con- 
tracts. Until the end of Septem- 
ber, hedge funds in general 
had been performing excep- 
tionally well, with global 
equity funds returning an 
average 31 per cent in nine 
months, according to Evalua- 
tion Associates. But we have 
now been reminded of the true 
risks in the markets. 

It might have been a lot 
worse. Some massive official 
support exercises have been 
mounted - potentially more 
than $30bn for Ind o n esi a, for 
instance. Foreign central 
banka have withdrawn some 
$35hn in US Treasuries from 
US Federal Reserve custody in 
the last two weeks, presum- 
ably to help finance currency 
support measures. Neverthe- 
less, Treasury bond yields 
have, if anything, gone down. 
The popular explanation of 
last week’s gyrations on Wall 
Street and in Europe seems to 
be that bearish professional 
investment managers have 
attempted to switch into “safe 
haven” bonds and cash, but 
their attack on tire stock mar- 
ket has been largely neutral- 


ised by plucky small investors 
who hare piled in at lower 
prices. Oddly, though, those 
small punters complained of 
inability to trade because their 
brokers' phones were blocked. 

In terms of fundamentals the 
main challenge to the stock 
market has come from the evi- 
dent overoptimism on cor- 
porate earnings growth. 
Bottom-up I/B/E/S growth 
expectations run at 14 per cent 
a year both in the US and 
continental Europe. 

Whether investors have 
really believed such rosy con- 
sensus projections in full is a 
moot point But from what- 
ever base assumption, the eco- 


‘The markets 
usually find a 
way to take 
down traders at 
the height of 
their hubris’ 


Domic meltdown In the Far 
East has required a significant 
downgrading. According to 
Merrill Lynch, US Insiders are 
keener sellers than at any time 
since 1992, indicating company 
directors know earnings 
shocks are coming. 

But, “new paradigm" inves- 
tors tend to ignore the conven- 
tional value measures. They 
point to test-dwindling govern- 
ment bond issuance in both 
the US and Europe while gov- 
ernments prepare to offload 
more social security obliga- 
tion a on to privately funded 
schemes. Meanwhile, the over- 


riding corporate trend is for 
IncentiYised managements to 
economise on equity and, if 
anything, buy it back. So equi- 
ties. say the bulls, will be 
squeezed much higher. 

However, if you feed the Far 
East into this picture, modifi- 
cations are required because 
rapid capacity expansion con- 
tinues there in basic manufac- 
tured goods - from cars to 
computer chips - seemingly 
regardless of profitability. So 
the more commoditised sectors 
of manufacturing must, 
around the globe, miss out on 
any party. All the same, this 
leaves plenty of relatively pro- 
tected sectors for the long-term 
bulls to favour. 

But remember that In Japan 
in 1988, stocks could also only 
go higher and higher. Now we 
wait for the consensus US 
earnings forecasts to catch up 
with reality. We also wait for 
investors to apply higher risk 
premiums to equity invest- 
ments after a period in which, 
on some calculations, the pre- 
mium had shrunk to little 
more than 2 per cent 

Already emerging markets 
have suffered one of their 
familiar shakeouts. In bonds, 
the spread on J.P. Morgan’s 
EMBI+ Index against US Trea- 
suries has shot up within a 
week from 340 to 800 basis 
poinfo. These shifts are painful 
If you are exposed - maybe 
lethal if you are leveraged. 

“A string of good trades can 
sometimes lead to inattention 
to detail and subsequent 
losses,” wrote Niederhofier in 
his 400-page magnum opus. 
“The markets usually find a 
way to take down traders at 
the height of their hubris.” 
That looks like sound advice. 
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Aetna profits slide after $103m charge 


By John Authors 
hi New York 

Aetna, the DS life and health 
insurer, yesterday 
announced operating profits 
of $59. 1m for the third quar* 
ter, down sharply from 
$136 in the same period 
last year, after a $103m 
charge to cover increased 
reserves in its health man- 
agement business. 

The charge was in line 
with a profits warning the 
company announced at the 
end of September, initiating 


sharp falls in share prices 
for several health manage- 
ment organisations. 

It said it was still having 
problems integrating US 
Healthcare, the largest HMO 
in the US. which it bought 
last year far $8.9ba. 

However, earnings per 
share, at 98 cents a share 
before the charge, were 

below the $1.02 which had 
been predicted by a consen- 
sus of analysts polled by 
First Call, and the compa- 
ny's shares fell in morning 
trading. 


By midday, the company's 
shares had slipped $4 to 
$72 VH. 

Richard Huber, chief exec- 
utive, admitted he was disap- 
pointed by the higher medi- 
cal costs which had lowered 
Aetna’s health Insurance 
earnings. But he added that 
health integration was con- 
tinuing and that all HMO 
systems conversions in mar- 
kets which did not overlap 
had been completed. 

Cathy Seifert, equity ana- 
lyst at Standard & Poor's, 
the rating agency, said the 


charge reflected a combina- 
tion of factors. She said; 
“There are macroeconomic 
trends in the healthcare sec- 
tor, where you’ve got slow- 
ing revenue growth while 
healthcare costs are rising. 
A separate trend is the prob- 
lem integrating US Health- 
care.’' 

She added that the dip in 
the company's stock 
suggested that Wall Street 
had “not totally digested" 
the information which Aetna 
had released in September. It 
also reflected a steady 


expansion in Aetna's 
Ptic&eamlngs ratio after the 
acquisition, as investors 
reacted positively to the 
prospects for the healthcare 
sector. 

The company's other busi- 
nesses, offering retirement 
saving and fund manage- 
ment products in the US and 
a range of international mar- 
kets, fared better. Aetna 
Retirement Services saw its 
assets grow 33 per cent over 
the year. 

Mr Haber added that inter- 
national growth was going 


weH Operating earnings for 
Aetna International 
increased 25 per cent ova* 
the year to 534m, in spite of 
start-up investments in 
Argentina, Indonesia and the 
Philippines. 

Since the end of the third 
quarter, Aetna has 
announced a deal to sell life 
insurance in China, only the 
second US company to be 
licensed to do so. Mr Huber 
said last month that health- 
care would provide the bulk 
of Aetna's growth for the 
next five years. 


Dr Pepper to 
shed 110 jobs 



By Richard Waters 
in New York 

Dr Fepper/7 Up, the US soft 
drink company owned by 
Cadbury Schweppes of the 
UK, yesterday announced 
plans to cut 110 jobs, or 
around one in 10 of its work- 
ers. 

The news came after a 
year In which the company's 
soft drinks sales in the US 
have fallen behind the 
growth rate set by its two 
larger rivals. Coca-Cola and 
PepsiCo. However. DPSU 
called the move “voluntary" 
and denied it had been 
prompted either by competi- 
tive pressures or by an order 
from its British parent 

While Dr Pepper, the com- 
pany’s flagship brand, has 
been growing fester than the 
3-4 per cent rate of the US 
soft drinks market as a 
whole, its other brands have 


lagged. A spokesman attri- 
buted the decline in volume 
sales of brands such as 7 Up 
and Crush to a move by 
some bottlers who are affili- 
ated with the company's big- 
ger rivals to drop its brands 
from their distribution chan- 
nels in favour of others sold 
by Coca Cola or PepsiCo. 

In spite of the job cuts, 
DPSU said it was not reduc- 
ing its marketing efforts. 
Also yesterday, the company 
named John Clarke as its 
first chief advertising officer, 
responsible for all its brand 
advertising and media activi- 
ties, and said he would join 
its management board. 

The job reductions 
resulted from the first thor- 
ough review into the compa- 
ny’s operations that had 
been conducted for some 
years, and involved mainly 
administrative positions, a 
spokesman said. This was 


due in part to the planned 
installation of SAP’s compa- 
ny-wide software package, 
which was expected to 
streamline the company’s 
activities. 

Most of the jobs will go 
from DPSU’s headquarters 
in Dallas, with the reduc- 
tions due to be completed 


by the end of next year. 

While saying that it had 
not been required by Cad- 
bury Schweppes to take the 
action, DPSU said the review 
that led to the cuts had 
begun earlier this year as 
part of the UK company’s 
“managing for value" pro- 
gramme. 


Waste Manage 
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ent bolsters board 


By Nikki Tait 

Waste Management, the 
Chicago-based garbage dis- 
posal group whose share 
price was rocked last week 
when its newly-appointed 
chief executive unexpectedly 
quit, yesterday attempted to 
ameliorate investors’ con- 
cerns by bolstering its board 
and “reshaping” its audit 


and executive committees. 

Two new independent 
directors were named - Rod- 
erick Hills, a former chair- 
man of the Securities and 
Exchange Commission, and 
John Pope, a former presi- 
dent and chief operating offi- 
cer of United Airlines. 

The reorganisation of the 
Internal audit, nominating 
and executive committees 


will see Dean Buntrock. one 
of the company’s founders 
and the focus of some inves- 
tor disquiet, end any active 
role on board committees. 

Steve Miller, who stepped 
in as acting chief executive 
after Ronald LeMay’s sudden 
departure, reaffirmed the 
company would take a 
“more conservative" 
accounting approach which 


could result in lower future 
reported earnings. 

He added he was still 
unaware of any review 
which would lead to a 
restatement of previous year 
earnings, but admitted that 
this remained a possibility. 

Waste shares gained to 
$24 n on the news, having 
slumped from around $29 
last week. 


Infoseek deal 
boosts Borders 


By Nikki Tait in Chicago 

Shares in Borders, the 
second largest US book 
retailer and owner of the 
Waldenbooks chain, jumped 
11 per cent yesterday, alter 
the Michigan-based company 
announced a two-year agree- 
ment with Infoseek. 

The deal will see Borders 
become the exclusive book- 
seller and provider of “book- 
related content" on Info- 
seek's search Internet ser- 
vice. 

Borders also said it expec- 
ted to launch its "Bor- 
ders.com" online bookshop 
In January next year. The 
arrangements with Infoseek, 
which is based in California, 
are due to start operating at 
this time. Borders’ Internet 
initiative will be further bol- 
stered through agreements 
with the likes of Salon, the 
online Literary magazine, 
and Harvest, the out-of-print 
book-search company. 

Borders' impending inter- 
net launch is the latest in a 
series of efforts by the big 
booksellers to muscle into 
the fertile online book-retail- 
ing sector. The idea of sell- 
ing books over the world- 
wide web was largely 
pioneered by Amazoo.com, 
which took its shares public 
earlier this year. Since then , 
however, Barnes & Noble, 
the leading US bookseller, 
also opened its own online, 
order-taking web site. 

The aim of the deal with 
Infoseek, one of . the main 


search engines for the world- 
wide web, is to push custom- 
ers in Borders direction. An 
individual sending a search 
request for Information on 
retirement plans via Info- 
seek, for example, will auto- 
matically receive Informa- 
tion on books that relate to 
the same subject 

Under the agreement 
between the two companies, 
Infoseek will receive an 
undisclosed percentage of all 
book sales, and the two com- 
panies will flag each other's 
services on their respective 
sites. There is also a recipro- 
cal promotion agreement 

Borders said that given 
the internet possibilities and 
“other strategic spending", it 
remained confident it could 
grow earnings per share by a 
25 per cent annual rate from 

1997. 

It added it expected to 
report break-even results for 
the third quarter of 1997, 
slightly better than analysts' 
forecasts, which averaged a 
loss of 0.03 cents a share, 
according to First Call. It 
would also endorse an 
increase in the full-year 
earnings estimates for the 
current consensus of 94 
cents to 97 cents. In the light 
of the slightly better third 
quarter. The third-quarter 
Baming s announcement will 
be made on November 17. 

But Wall Street wasted 
little time digesting the 
news: Borders shares were 
marked $2% higher by lunch- 
tone, at $28% 


AMERICAS NEWS DIGEST 


The Equitable 

advances 73% 

Equitable Companies, the US 

which stre tcbesftom insurance through ft “f*** 
ment to Donaldson, Lafldn & Jenrette. yesteretoj 
announced a 73 per cent increase m afteMak /*««*“* 
eamings to $lS8.4m for the third flWrteftM 
continued to benefit from the strong stock markets dunng 

up ih^—- 

Ttemvdindly favourable cjmditm forwaU 
Street during the period, including significant fee income 
^rth frtm mergers and acquisitions, drove toe mcrease. 

Earnings for The Equitable’s Insurance openjbOBa. 
which concentrate on retirement savins product, 
as annuities, rose 42 per cent to $lQ3.8m. 

improved by strong investment perform^w tale itetal 

premiums, helped by demographic factors, rose 27 per 

^Operating earnings at Alliance Capital, which operates 
both mutual funds and institutional pension funds and 
has started a campaign to expand i o to La u t ^ A ^ teri{ ”‘ 
rose 35 per cent to $86. 2m. buoyed by both the 
equity markets, and high net in-flows of cash, which were 
in line with the trend for the industry. Total assets under 
management rose 25 per cent to $43.6bn over the iL 
^ John Authors. Ate York 

■ COMPUTING 


Apple, CompUSA in retail link 

Apple Computer said it and CompUSA were joining forces 
to launch a new “store within a store" retail format for 
selling Apple products and technology within CompUSA 
Computer Superstores across the US. 

CompUSA said its Computer Superstores would be dedi- 
cating significant retail space to Apple computers, soft- 
ware, peripherals and supplies as well as staffing the 
areas with Apple-trained employees. 

CompUSA said it would fit out all its Computer Super- 
stores with dedicated “store within store" environments. 

It said It expected to fit out more than 40 locations in key 
markets before the peak holiday selling season and 
planned to introduce the new environment in its Super- 
stores nationwide within the next three to five months. 

AP-DJ. Cupertino. California 

■ BANKING 


Appointments at BT Alex. Brown 

Bankers Trust has created an additional layer of manage- 
ment at BT Alex. Brown, the unit created on September 1 
as a result of the merger of Bankers Trust and Alex. 
Brown. 

Ted Virtue, executive vice-president and head of global 
finan«» at Bankers Trust, has been appointed to the addi- 
tional post of president of BT Alex. Brown. He will repeal 
directly to Yves de Balmann and Mayo Shattuck. vice- 
chairmen of Bankers Trust and co-chairmen and co-chief 
executive officers of BT Alex. Brown. Mr de Balmann 
came from the BT side and Mr Shattuck from Alex. 
Brown. The move is likely to be seen as Bankers Trust 
exerting its authority over its acquisition. 

Tracy Corrigan. New York 

Comments and press releases about international 
companies coverage can be sent by email to 
international. companiesffojt. com 
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You already work in the finance industry. 
Do you really need to read about it as well? 


I t’s a fair point. What can you read that will be more 
valuable to you than time spent on the job itself? But, as a 
professional working in banking or finance you will have 
already realised rwo key facts; 

- First, there is no such thing as long-term job security. 

- Second, the people who stay in employment will be the people 
who retain their employability. Integral to this is the need to ensure 
that you have a thorough understanding of every aspect of your 
industry. 

That’s why our series of workbooks covers a range of subjects 
within the financial markets. They have been written by experienced 
specialists who understand the needs of finance professionals. The 
books are practical and interactive and each book is split into 
modules with case studies and exercises. 

The urgent demands of work mean sometimes you don’t have 


the time to devote to wading through long texts. These workbooks 
are concise and up-to-date and you can work at your own pace. 

Published by FT-Pitman Publishing in conjunction with 
Faiiplace Institute of Banking and Finance, and edited by Dr 

DC Gardner, there is a total of forty workbooks aimed at introductory 
and intermediate levels. 


To find out more about the range, of subjects covered call us on: 
+44 (0)1704 508080 or visit our website: 
www.pitmamco.uk/3fairpIace.htm 


Whether for you or for your staff, we think 
we can provide a unique method of building 

on your _ 

understanding of the 


financial markets. 


Fairplace 
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Steel groups give in to lu 

Thyssen and Krupp Hoesch put the synergies from their merger 

T alks round a table 

have ttirrcuMfaa nh«n 


T alks round a table 
have succeeded where 
a hostile takeover bid 
tailed. Yesterday's news that 
the supervisory and manag- 
ing boards of Thyssen ana 
Krupp Hoesch reached a 
basic agreement to merge 
the two Ruhr-based steel and 
e ngine ering groups was sur- 
prising only in its speed. 

Despite upsets, it has been 
Increasingly likely that the 
two would agree a marriage. 
The potential benefits uncov- 
ered in March when Gerhard 
Cromme, Krupp chief execu- 
tive. was caught planning a 
debt-financed bid for his 
larger rival Thyssen, have 
proved more persuasive than 
the attractions of indepen- 
dence. 

The decision to merge 
Thyssen and Krupp would 
probably never have come 
without Mr Cromme ’s 
aborted bid, planned with 
the help of the Frankfurt 
branch of Goldman Sachs, 
the US investment bank. 

But yesterday's statement 
from Thyssen and Krupp 
reeked of an earlier age of 
German corporate gover- 
nance. The roll-call of those 
deciding the future of the 
two companies was a “Who's 
Who” of the Ruhr region. 

Tlie meeting was convened 
by Bertold Beitz, the 84-year- 
old former Krupp chief exec- 
utive who now presides over 
the Krupp foundation, 
Krupp’s biggest shareholder, 
and Gunter Vogelsang. 77, 
another former Krupp chief 
and heavy industry trouble- 
shooter who is now honor- 
ary chairman of the Thyssen 
supervisory board. 

Yesterday’s statement put 
the likely synergies from a 
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to lure of wedlock 

their merger at a minimum of DM450m a year 


Hands across the Ruhr 
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Europe’?.; top steel makers 

Krcjpp/Thyssen Gc.'.t-s/zv.- 14.22 
' 15.10 -. 




merger at a minimum of 
DM450m (3259m) a year. To 
this has to be added the 
DM55Qrn Of financial benefits 
accruing annually firom the 
merger of the two groups' 
fiat steel interests info Thys- 
sen Krupp Stahl The com- 
pany, in which Thyssen has 
60 per cent and Krupp a 40 
per cent stake, began operat- 
ing in September. 

The statement gave no 
indication of the final shape 
of the merged company. But 
it is thought the two sides 
have been discussing the 
exchange of their existing 
shares for equity in a new 
company rather than a 
structure based on holding 
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companies. This would leave 
the Krupp foundation, cur- 
rently owner of 51 per cent 
of Krupp, as the largest 
shareholder in the new con- 
cern. 

Other big shareholders 
would include the Iranian 
state, which holds 2Z5 per 
cent of Krupp, and West- 
deutsche Landesbank Giro- 
zentrale, which has 9.55 per 
cent of the Essen-based 
group. 

Because Krupp is smaller 
than Thyssen, the Krupp 
foundation’s stake would 
almost certainly be less than 
20 per cent of the merged 
company. Thyssen, with 
about 140,000 shareholders, 


12.7 

18.2 

10.6 

0.4 

- 3.3 

33.6 




has a for more diversified 
ownership structure, 
although Commerzbank An d 
the Allianz insurance group 
hold 1L5 per cent through a 
joint ho lding company. 


W hat Paul Achleit- 
ner, a partner of 
Goldman Sachs in 
Frankfurt, yesterday termed 
“strategic logic" led to the 
decision to merge. Both 
Thyssen and Krupp have 
been pursuing similar strate- 
gies of concentrating on 
core businesses and striving 
for a clearly defined return 
on capital to increase 
the shareholder value of 
the respective groups. 


Mr Cromme has trans- 
formed Krupp since talcing 
over as chief executive in 
the late 1980s. 

A significant break- 
through came in 1992 with 
the successful hostile take- 
over of the Hoesch steel and 
engineering group. Since 
then Mr Cromme has pared 
the number of companies in 
the Krupp group from 160 to 
about 75 and increased pro- 
duction abroad firom about 
10 per cent to more than 40 
percent. 

Dieter Vogel, Thyssen 
chief executive since March 
1996, adopted a similar strat- 
egy, and this year identified 
activities with annual sales 


of around DM5bn to be 
divested. A notable recent 
disposal was the 30 per cent 
stake in E-Plus, the third 
largest German mobile- 
phone network. 

Both men have clearly 
defined goals for return on 
capital employed. 

Mr Vogel is seeking 12.5 
per cent for the Thyssen 
group. According to ana- 
lysts. be fell below this tar- 
get in the business year to 
end-September 1996, when 
the group achieved just 
under 10 per cent. Mr 
Cro mine's target is a return 
of 35 per cent According to 
Deutsche Morgan Grenfell, 
the return recently has been 
about 10 per cent 

Both Thyssen and Krupp 
are important producers of 
vehicle components and 
could become a powerful 
force in this sector. The two 
groups’ trading divisions 
could also yield economies of 
scale and synergies. 

Yesterday's statement said 
the effects on employment 
would be slight and spread 
out throughout the world. 
This suggests the two com- 
panies expect their merger 
to be a prelude to new 
expansion, probably in rela- 
tively undeveloped markets 
such as south-east Asia and 
South America. 

The meeting also left one 
important personnel deci- 
sion for later this month. 
The supervisory boards of 
Krupp and Thyssen have yet 
to decide whether it will be 
Mr Cromme or Mr Vogel 
who will head Germany’s 
largest engineering group by 
for. 

Peter Norman 


Alumax pinpoints 
savings worth $90m 


Vereinsbank issue beats 
market expectations 


By Nikki Tait in Chicago 

Alumax, the third largest of 
the US aluminium produc- 
ers. said yesterday it had 
identified cost-savings and 
productivity measures which 
could add close to 390m to 
annual profits. 

It said that around $69m 
would come from internal 
cost efficiencies, and a fur- 
ther $l8m from productivity 
gains and reduction in the 
workforce. 

The main loss of jobs has 
already occurred with the 
recent reorganisation of the 
company's semi-solid forging 
operations, where about 300 
positions were shed. 

A smaller number of Jobs 
are being lost at Ahmaax’s 
Texarkana rolling mill, 
which has been changing its 


product mix and producing 
for more specialised mar- 
kets. Alumax employs 
around 14,000 people and the 
job reductions account for 
2-3 per cent of the total 
workforce. 

’ Jn addition^ Alumax’s 
future pre-tax results will 
not be weighed by this year’s 
913m one-off charge in 
respect, of : the forging 
operations reorganisation - 
leaving the company to cal- 
culate an overall $l00m 
boost to future profits before 
tax, in comparisomrith 1997: 

The company said that it 
expected about 320m of the 
profits i m provement to fall 
in 1 its primary aluminium 
operations; about S15m in its 
semi-fabricated businesses: 
and. the bulk, or 352m. to 
show up in fabricated 


operations, ft said that the 
overall aririftinrifli benefit to 
earnings after tax, compared 
with 1997, should work out 
at around 31.05 a share. 
According to First Call, ana- 
lysts are currently estima- 
ting earnings per share of 
S2JS4 for 1997. 

In the first nine months of 
1997, Alumax reported a loss 
of $13.5m, after tax and 
charges on sales of $2.l5bn. 
Excluding all special Items 
and dividend income, Ala- 
max’s underlying profit for 
the period was Sl0L2m. 

The company said it was 
looking at Introducing a per- 
formance improvement plan, 
devised with Boston Consult- 
ing Grot®, encouraging divi- 
sions to meet balance sheet 
and profit targets, rather 
than just the latter. 


By Andrew Fisher 
in Frankfurt 

Bayerische Vereinsbank has 
raised more than expected 
firom German and interna- 
tional investors through a 
capital increase totalling 
about DM3.5bn ($2bn) to 
push through the second 
stage of tiie merger to create 
Germany’s second largest 
hank, 

The bank said last night 
that the move bad aroused 
considerable interest among 
domestic and foreign inves- 
tors, in spite of the difficult 
situation' on world capital 
markets. 

“This is the first big, 
highly visible transaction 
done in Europe since all the 
market difficulties," said 
Andrew Wilson, co-head of 


equity capital markets in 
Europe for J. P. Morgan. 

Tbe US investment bank 
led the global offering, 
together with Vereinsbank 
and its merger partner, 
Bayerische Hypotheken- and 
Wechsel-Bank. 

With the new shares 
priced at DM98 - compared 
with yesterday's close of 
DM100.6. down DM1.20 - 
the offer raised nearly 
DM1.7bn. The “greenshoe" 
option, to satisfy extra 
demand from investors, Is 
likely to increase this to 
nearly DM2bn. 

This is in addition to the 
rights issue, already com- 
pleted, undo: which Vereins- 
bank raised DMl.6bn. These 
shares were priced at DM85. 

The successful Vereins- 
bank issue, which follows a 


share exchange which left it 
with 45 per cent of Hypo- 
Bank’s shares, was in con- 
trast to the embarrassing 
decision by Volkswagen, the 
German motor company, to 
postpone its planned 
DM6hn-DM8bn capital 
increase in the face of mar- 
ket turmoil 

The new Bavarian bank, 
to be called Bayerische 
Hypo- and Vereinsbank, wlD 
be the largest mortgage 
lender in Europe and has 
ambitions to expand further 
in regional markets In 
retail, corporate and asset 
management business. But 
it does not intend to become 
a big investment bank. 

Albrecht Schmidt, head of 
Vereinsbank, will become 
chairman of the merged 
bank's management board. 


Putnam allies with Nippon Life in Japan 


By Gwen Robinson and 
(ESan Tett in Tokyo 

Putnam Investments, a leadi n g US 
fund manager, is aiming to make 
Japan its largest overseas market 
for its operations outside the US. 

Putnam is stepping up its plans 
to move into Japan's lucrative pen- 
sion management market on the 
back of a recently concluded tie-up 
with Nippon Life, Japan's largest 
life insurer. 

The strategic alliance, sealed in 
September in Tokyo, is the most 
comprehensive yet between a large 
foreign fund manager and Japa- 
nese life insurer. 

How the two companies m anag e 
their partnership will be closely 
watched by foreign asset manag- 
ers. as a test of whether such 


tie-ups can ma ximi se opportunities 
in Japan’s “Big Bang" reforms. 

Foreign interest in the Japanese 
pension market has grown in step 
with , the government’s plans for 
deregulation. 

Already, the relaxation of restric- 
tions has encouraged Japanese 
companies and public pensions to 
use foreign groups for their portfo- 
lio Investments - and has conse- 
quently left many groups scram- 
bling to boost their presence. 

Lawrence Lasser, chief executive 
of Putnam Investments, said that 
under the Nippon deal, Putnam 
will develop products for Japanese 
institutional pension clients and 
manage YSObn ($662m) in assets 
globally for Nippon Life. 

The products will be sold and 
promoted through Nippon Life, 


which has a sales force of 76,000. 
17.5m policyholders and total 
assets of about Y39,000bn. 

Initially, Putnam will focus on 
six pilot funds it has established in 
Japan in six different asset classes, 
and expects them to attract about 
$850m in assets by the year-end. 
Eventually, the group plans to 
offer about 12 pilot funds. 

Putnam will train Nippon Life's 
employees in investment manage- 
ment, marketing and client service, 
and will share data and research 
with its Japanese partner. 

Meanwhile, the relationship 
between the two groups was also 
boosted when Putnam recently 
took over an equal stake with 
Nippon Life in Panagora, a 
Boston-based asset management 
company. 


This was previously held by Leh- 
man Brothers and has about Sl5bn 
under management 

Mr Lasser said Putnam was just 
beginning Its entry to the pension 
market and intended to pursue a 
gradual strategy of developing 
business. “We are not poised to 
compete in the growth-in-assets 
derby so popular among invest- 
ment firms, we are interested In 
investment performance, ” be said, 
adding that he was unconcerned 
about competition from Japanese 
fund managers. 

“There won't be serious competi- 
tion unless they tie up with foreign 
firms." he said. “Japanese fund 
managers are smart, bard working 
and adaptable. But It's a new game 
here, it doesn't mean they can't 
learn, but they are certainly 


starting at a great disadvantage." 

In the US, Putnam has gained a 
lead through the distinctive strat- 
egy of focusing on the management 
of so-called 401tkl defined-contribu- 
tion pension funds for companies, 
managing about $30bn. 

Its success has helped it to 
become the fifth largest mutual 
fund manager with total assets of 
$190bn. But in overseas markets, 
the company is known for a steady 
approach to business development. 

Italy, where it manages mutual 
funds for Grupo Bipop. a medium- 
sized financial company, repre- 
sents Putnam's most developed 
overseas market. In Japan, it 
opened a branch in 1981 whose 
operations were limited to selling 
investment trust products through 
brokers. 


Notice to Holds rs of 

Thermo Instrument Systems Inc. 

3%% Senior Convertible Debentures 

due 2000 

NOTICE IS HEREBY GIVEN by Theimo Instrument Systems Inc. 

.... a - -a.ji 4 a CmMmm T/aUufl rtf fha Ekral 


(predecessor to The Chase Manhattan' Bank), as Fiscal Agent, 
that, effective as of October 21, 1997; the conversion pries of the 
Corporation’s 3%% Sartor Convertible Debentures Are 2000 wtB 
be adjusted ftarn U.S. 5J6A334 to U.S. $13,5467 This arfustment 
reflects a flve-for-fbur spit of the Corporation's Common Stock, 
U.S. $0.10 par value per share, to be paid In the hxm of a 25% 
stock Addend on October 31100710 sharehokiere oi record as of 
October 20. 1997. 


By-.The Chase Manhattan Bank 
as Rsctd Agent 

Novembers, 1997 


CHASE 


Notice to Holders erf 

Thermo Instrument Systems Inc. 

4%% Senior Convertible Debentures 

due 2003 

NOTICE IS HEREBY GIVEN by Thenmojnstrument Systems Inc. 
(The Corporation*), pursuant to Section 7(g) ot the Fiscal Agency 
Agreement dated as of October 24, 1986, among the Corporation. 
Thermo Electron Corporation and The Chase Manhattan Bank, as 
Fiscal Agent, that, effective as of October 21,1997, the conversion 
price ot the Corporation's 456% Senior Convertible Debentures 
due 2003 will be actuated from U.S. $43.07 to U.S. S34.4S6. This 
adjustment reflects a fire-for-tour spft of the Corporation's 

Common Stock, US. 3010 par value per share, to be paid in the 
form of a 25% stock dwidend on October 31. 1997 to shareholders 
of record as of October 20, 1907. 

^5^2^ B "* o CHASE 

November 5,1997 


INTERNATIONAL NEWS DIGEST 

Newcourt eyes 
AT&T Capital 

Newcourt Credit, the acquisitive Canadian commercial 
and corporate finance group, is in talks to acquire AT&T 
Capital, the asset-backed lending organisation spun off 
from the US long-distance telecommunications company 
last year in a management buy-out valued at SELUbn. 

The deal would be the largest acquisition yet by New- 
court in a series of mergers which have seen it buy IS 
companies in the last six years, a process which has made 
it the sixth largest commercial lender in North America 
Its last significant acquisition was BTF from Lloyds TSB 
of the UK for about 3500m. 

Newcourt's strategy is to add businesses which allow it 
to service its clients, which include Dell Computer, on a 
global basis. Neither rompany was prepared to confirm 
when they expected the talks to be completed. 

AT&T Capital, which is 9S per cent owned by Nomura 
International of London, also announced third-quarter 
results yesterday. These showed net profits or$l3.2m for 
the quarter. 

Total revenues were S4CH.5m. down 4.7 per cent com- 
pared with the equivalent period of 1P9C. The company 
attributed this to lower lease revenue, resulting from its 
S3.1bn asset securitisation last year, and from higher rela- 
tive interest rates. John Authors. Stir York 

■ GERMANY 

SGL sees double-digit growth 

SGL Carbon, tbe German carbon and graphite producer, 
yesterday forecast double-digit profit growth for 1997 :uui 
1998 in spite of an exceptional charge of aluutt DM45 m 
(325.9m) this year. 

“The order books support our confident outlook for the 
fourth quarter. Our optimistic forecast for the full year 

1997 therefore remains intact despite considerably higher 
one-time rationalisation costs." Robert Koehler, manage- 
ment board chairman said. 

Announcing nine-month results broadly in line with 
analysts' expectations. Mr Koehler said profit growth in 

1998 would be “well into double figures", boos fed by the 
company's restructuring and rationalisation programme. 

Growth over the first nine months was driven hy a 
recovering European steel industry- - a key customer for 
SGL’s products - as well as currency effects front a struit- i 
ger dollar and several 1997 acquisitions. Pre-tax profit 
climbed 11 per cent to DM2 J 8m. exactly in line with fore- 
casts by BHF Bank and slightly below the DM 251m pre- 
dicted by WestLB Research. Sales climbed 17 per cent to 
DM1 .502b n. 

SGL’s shares outperformed the market after the results, 
closing at DM241, a fall of DM1.2. "The results were fairly 
solid, as expected, and the outlook was reasonably bull- 
ish," one dealer said. "The shares were strong immedi- 
ately after the results came out but they have come off 
now with the market" 

SGL said the expected exceptional charge was com- 
posed of a DMIOm charge for a product recall in the US 
and about DM35m in restructuring costs for its European 
operations. About DMSOm was included in the nine-month 
figures, leaving charges of DM15ra to be included in the 
fourth-quarter results. Reuters. Frankfurt 

■ GLASS 

Saint-Gobain to build UK plant 

French glass maker Saint-Gobain said yesterday it would 
build a flat glass production line in Britain, representing 
! investment of FFrfiOOm (31D3m). The plant will have 
| annual capacity of 170.000 tonnes and is expected to start 
output by the end of 1999 at the latest, a spokeswoman 
said. 

Up to now. Saint-Gobain has sourced its annual sales in 
Britain of 17m square metres of fiat glass from plants in 
France, Belgium and Germany. The British plant is aimed 
at "optimising our logistics." the spokeswoman said. She 
declined to say where the plant would be located. 

Reuters, Paris 


■ CHINA 

Everbright in joint venture talks 

China Everbright Technology, one of the Hone Kong- 
listed arms of the acquisitive China Everbright Holdings, 
is understood to be negotiating a China joint venture. The 
venture, involving mainland independent ponies, will 
provide data communications and is expected to target 
eastern Chinese provinces. The talks come ahead of the 
company's impending entry into Hong Kong's red-chip 
index, which tracks mainland-backed companies. 

Louise Lucas, Hong Kong 

■ PORTUGAL 

BPI up 43% In third quarter 

Banco Portugues de Invest imeuto. Portugal's fifth largest 
financial group, lifted third-quarfer net income 43 per cent 
to Esl7.3bn (S98.3m1. up from Esl2.1bn in the same period 
last year. The results are not directly comparable because 
of BPJ's Esl36bn acquisition of Banco de Fomenlo e Exte- 
rior in September last year. 

BFE began to be consolidated in the group's accounts in 
the last quarter of 1996. EPFs total assets rose from 
Es2,889bn in December 1996 to Es3.012bn in September 

Peter UYstV Lisbon 

Comments and press releases about international 
companies coverage can be sent by e mail to 
international companies d jl. com 



FUJITA CORPORATION USA 

US$25,000,000 

GUARANTEED FLOATING RATE NOTES DUE 1998 

fn accordance with the provisions of the above mentioned 
notes, notice Is hereby given as follows: 

* Intefasi period: November 4, 1997 ID May 6, 1998 (182 days) 

* Merest payment date; May 5. 1895 . 

* interest tato: 6.0601 fl% per annum 

* Coupon amount payable per Bond ot US S 100,000: US3 3,063.75 

AgenlBank 


Bank Hofmann is proud to announce the opening of its office in 
Geneva. Mr Charles Nehme and his colleagues 
will take great pleasure in offering a full range of 
private banking sendees to our international 
clientele in Geneva. 


bankHOFMANN 


NOTICE OF EAMy REDEMPTION 5 November. IPSO 

ABN AMRO BankNy. 

JTL 150.000.000,000 
11% Notes 1995 due 1998 

Notice is hereby given that the above mentioned Notes will be 
redeemed on 28 November 1997 in c o nt w mhy with the Teems 
and Conditions at a redemp t ion pike of 100%. Interest on the 
Notes win cease to acoue on 28 November. 1997 . 


Geneva office: 
bank Hofmann AC 
4, rue Ue la Tour de I’lle 


Head iilTice- 
Dank Hnlm.nui Mi 
T-iKlrasM- 37 


CM -1204 Geiieia/Swil/erlaud CH-8U0I ZurirhSuii/.i-rlainl 
Telephone 0041 2J SIN 16 00 Teleplnuir UO-U I _M 7 il It 


Telefax 0041 22 818 30 10 
Inlemel mYw.horitianu.rh 
E-mail bnnk^hnfmann.rh 

a CREDIT SUISSE CROUP company 


Telefax U04! I Jl I 77 
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Up and running 


The FTSE Eurotop indices 
are the new benchmarks for 
pan-European stock market 
performance. 
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ANTOFAGASTA HOLDINGS PX.C. 
Notice to Stockholders 

Following che completion on 29 October of the 
sale to Japanese Consortia of a 40% interest in 
Minera Los Pelambres and the signing of 
financing agreements to provide finance for 
the development of the Los Pelambres project, 
the £121,417,085.35 convertible unsecured 
loan stock issued by Antofagasta Holdings 
P.L.C. on 13 August 1997 comprising 
29,527,129 stock units of 415 pence each will 
be redeemed today and ordinary shares of Sp 
each in the Company will be issued fully paid 
to stock unit holders on the register at the close 
of business on 4 November 1997 at die rate of 
1 ordinary share per stock unit Dealings in the 
new ordinary shares will commence today. 


THE KOREA -EUROPE FUND LIMITED 

International Depositary Receipts 
evidencing Beneficial Certificates 
representing 500 Units 

Notice a hereby given to die shareholder!, that The Kora - Europe Fuad 

Limited hit declared a final dividend. M be paid os a foreign income dhrkksd. 
of USS U03 per share. 

The Record-date for (he dividend is September 26. 1997. 

PBymentofcoiiixnsno.il of the International Depositary Reedpti win be 
made on November 7, 1997. in US dollars at the rate of US$ 15.00 per IDR. 
Pa y men t will be made at one of the following offices of M«gin Guaranty TflBt 
Company of New York: 

- Brussels, Avenue dca Arts ?5 

- London. Victoria Emb ank ment 60 

Depositary: Morgan Guaraity Trust Company of New Ybifc 

33 Avenue des Arts. 1040 Brussels 



■L ALLIANCE 

T LE cmm 
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Bdgnra 

JP Morgan 



USD 150,000,000 

SOIVAT FINANCE 
(Bermuda) UD 

Roaring Rate Notes 
due 1998 

Serie 1 USD 120,000,000 
Interest Rate 6.28516% 

Interest Ffcriod 

November 4. 1997 
May 5. 1998 

Interest Amount due on 
May 5, 1998 per 

USD 500.000 USD T5£8749 
BtANQUE GfiNfiRALE 

du Luxembourg 

Agent Bank 


■J q , M 


PUBLIC 

SPEAKING 

Training and speech 
writing by award 
winning speaker. 
First lesson free. 

Tel: (01923852288) 


BUSINESS 

WANTED? 


You want to 
advertise in the 

Financial Times. 


For further 
information 
please contact 

Melanie Miles 

+4401718733349 
Marion 
Wedderbum 
444 01718734874 


KLM forecasts record 
year after interim surge 


By Gordon Cramb 
in Amsterdam 

KLM “is poised to surpass its 
previous best performances* 
in its current year, the 
Dutch flag carrier said yes- 
terday, releasing first-half 
net profits more than dou- 
bled to F11.07bn (SS47m) 
from FI 529m. 

After resolving a dispute 
1 with Northwest Airlines of 
i the US ova- issues of control 
in their eight-year-old tie-up, 
it hopes to reach accord with 
a European partner by the 
time its financial year ends 

in Marr-h 

Rob Abrahamsen. chief 
financial officer, said: “At 
the moment we are speaking 
only to Alitalia.* Man age - 
, meet of the state-controlled 
1 Italian airline, which has 
just e m erg ed from a finan- 
, dal restructuring, is keen on 
j an alliance with KLM but is 
under political pressure to 


consider Air France as an 
alternative. Swissair is also 
interested in a pact with 
Alitalia. 

gf-M has previously made 
dear that for its part such a 
deal would not involve 
equity links. Those with 
Northwest are being 
unwound as a result of an 
agreement this summer 
under which their transat- 
lantic operating partnership 
is being broadened. 

Interim net ■ earnings 
included a FI 42im book 
profit on th e sale of a first, 
tranche of ordinary and pref- 
erence shares in Northwest, 
where the board had put up 
a fight against KIM’S plans 
to lift its h flirting above 20 ' 
per cent. In the 1996 first. 
half, FI 376m was booked fol- 
lowing the sale and revalua- 
tion of preference shares. 

For the second quarter 
alone, when the latest sale 
took place, net earnings 



to talled FI 884m. The equiva- 
lent period of last year 
brought in FI 258m, of which 
FI 131m derived from the 
rearrangement of RUM’S pre- 
ferred stock holdings in 
Northwest. 

Barring adverse changes 
in the world economic pic- 
ture. exchange rates and fuel 
prices. Mr Abrahamsen said. 
“KLM will have the best 
year in its history”. That 
would beat the FI 547m net 
profits recorded two years 
before. Analysts were last 
night upgrading their 1997-98 
forecasts after an interim 
result which exceeded their 
expectations. 

While adding the ftin-year 
outlook assumed the group 
would escape any impact 
from recent upheavals in 
south-east Asian economies, 
Mr Abrahamsen went on: 
“We expect our traffic will 
not be affected, and we see 
no signs of it. The new KLM 
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Winning ways: Steffi Graf is the public face of Adidas 


Cfr*e Bruns**. Ateport 


Strong US performance 
helps lift Adidas 64% 


1 By Graham Bowtey 
1 in Frankfurt 

Adidas yesterday surprised 
investors with a stronger 
1 than expected increase in 
i third-quarter pre-tax profits 
and revealed that two board 
members would be selling 
part of their stakes in the 
i German sportswear group. 

Adidas, which is taking 
over Salomon, the French 
sports goods company, said 
pre-tax . profits rose 64.4 per 
cent to DM307m ($176 An) in 
the period, underlining its 
growing success in the battle 
against US rivals Nike and 
Reebok in the world sports- 
wear market. 

Adidas said Robert Louis- 
Dreyfus, chairman, and 
Christian Tourres, a fellow 
director, would each sell 
500,000 Adidas shares. They 
would continue to hold 
about 4 JB per cent each erf 
Adidas share capital. 

Valued at yesterday’s dos- 
ing share price, the com- 
bined stake to be sold is 
worth about DM249m. 
although analysts said the 
shares were likely to be sold 


at a small discount The sale 
- co-ordinated by UBS - will 
not involve a book-building 
process and the two direc- 
tors are not expected to sen 
more of their stakes. 

The sale is to recoup per- 
sonal debt inherited -by fire 
two directors in April when - 
they bought shares from 
Sogedim, a Belgium-based 
investment company which 
had held a minority stake in 
Adidas. Sogedim became 
involved with Adidas in 1993 
when it bought 95 per cent of 
the company from Bernhard 
Tapie, the French business- 
man and former politician. 
This stake was later reduced 
to 26 per cent when Adidas 
went public. 

Adidas said sales rose 45.7 
per cent to DM2.1bn in the 
third quarter, thantra to sue- • 
cess in the key US market 
North American sales rose 
69 per cent to DM53 lm. 

while sales in Europe 
increased 34 per cent to 
DMl-37bn. 

“This was all very posi- 
tive,* said one industry ana- 
lyst at a hank in Frankfort 

Mr Louis-Dreyfus, former 


chief executive of Saatcbi 
and Saatchi, the UK adver- 
tising group, is credited with 
the impressive turnround 
after losses in 1993. 

Since be took over, the 
company has adopted a more 
aggressive marketing strat- 
egy, revamped its product 
range and emphasised tech- 
nological innovation. 

It went public with a 
DM2.1bn share issue in 1995. 
.Mr Louis-Dreyfus and Mr 
Tourres yesterday told an 
analyst meeting that they 
would remain with Adidas at 
least untQ 2000. 

In September, Adidas 
announced it planned to 
take over Salomon - which 
makes ski and golf equip- 
ment - in a FFr8.Q5bn 
($1.39bn) deal which would 
take Adidas ahead of Reebok 
to become the world’s sec- 
ond biggest sports goods 
manufacturer after Nike. 

Adidas shares closed at 
DM249, up 20 p fennig s. 

Adidas said sales grew by 
more than 80 per cent in. the 
UK and In Spain, while in 
the Asia-Pacific region sales 
increased 74 per cent. 


is anyway flexible enough to 
adjust its capacity.* 

q rationalisation pro- 
gnunmf - introduced last 
November and aimed at sav- 
ing FI 1.5bn over three years 

-contributed FI 150m of the 
FI 482m improvement in 
first-half operating income, 
which readied FI 754m. Mr 

Abrahamsen described this 
as heartening and said a 
rimibr benefit would follow 
in the current six months. 

Other factors aiding the 
improvement were a stron- 
ger dollar, volume growth in 
traffic and better demand for 
business class seats. Passen- 
ger load factor was 81.4 per 
cent, up from 76.8 per cent. 
Cargo showed an improve- 
ment in spite of reduced 
capacity as KLM focused on 
more profitable routes. 

Japan Air System has just 
joined nearly 25 airlines with 
which KLM has co-operation 
deals. 

Swedish 
mining 
group to 
expand 

By Tim Burt In Stockholm 

Trelleborg, the Swedish 
minin g, metals and rubber 
group, yesterday announced 
plans to expand its indus- 
trial and distribution 
operations following the 
partial demerger of Its Boli- 
den mining and metals arm 
earlier this year. 

The company said it was 
seeking acquisitions mainly 
in the mnw ging markets of 
south-east Asia, eastern 
Europe and Latin America. 

Trelleborg's ability to 
make sizeable bolt-on acqui- 
sitions has been greatly 
enhanced by the SKrl.46bn 
($193m) capital gain on the 
sale of 55 per cent of Boli- 
den. 

hi the first nine months of 
this year, proceeds from the 
sale of Boliden shares 
helped to lift the group’s liq- 
uid assets from SKrS63m to 
SKr3-24bn- 

Kjell Nilsson, chief execu- 
tive, said he expected most 
of the acquisition to take 
place in the industrial divi- 
sion, which contributed 
operating profits of 
SKr334m in the nine months 
to September 30. against 
SKr227m a year earlier. 

He emphasised, however, 
that the acquisition strategy 
did not signal any imminent 
plans by Trelleborg to dis- 
pose of its remaining Boli- 
deu shares. 

Speaking after publication 
of the company's third-quar- 
ter profits, Mr Nilsson said 
the Boliden stake was 
unlikely to lie sold within 
the next three years. 

“We have a responsibility 
towards the management of 
Boliden to remain principal 
shareholder during the 
period of the company’s 
expansion," he said. 

Exceptional gains on the 
sale of Boliden shares 
pushed pre-tax profits up 
from SKr837m to SKriLSbn 
in the first nine months of 
the year. 

Underlying operating 
profits rose from SKr705m 
to SKrl.04bn as contribu- 
tions from newly acquired 
subsidiaries lifted sales to 
SKrl5£bn from SKrl5.3bn. 

Earnings per share rose 
from SKr5.Q5 to SKrlS.70 in 
the nine months to Septem- 
ber 30. 

Mr Nilsson predicted that 
pre-exceptional profits for 
the full year would reach 
SKr2.5buSKr2.6bn. 

He warned, however, that 
Boliden had been adversely 
affected by price volatility 
in the third q uart er. 

Trelleborg's most com- 
monly traded B shares rose 
SKr4 to SKrl07-5o. 


VW poised to lift Spanish output 


By Haig Sfmonian, 

Motor Industry 
Correspondent 

Volkswagen, Europe's 
biggest carmaker, may be 
poised to authorise signifi- 
cant new spending to boost 
output at its plant at Pam- 
plona, Spain, as part of its 
long-term plans to expand 
and simplify production 
capacity. 

The company yesterday 
refused to comment on 
reports that it would Invest 
about DM500m ($288m) on 
the Pamplona factory to 
raise output of the best- 
selling Polo hatchback. 

However. VW’s supervi- 


sory board holds its annual 
meeting next week to exam- 
ine the group’s medium-term 
spending plans. A central 
part of any decision to boost 
Polo output in Spain would 
be a new paint shop, which 
would probably not be ready 
until 2000. 

Ferdinand Piech. chair- 
man, has been simplifying 
the range of platforms (basic 
engineering structures) on 
which the VW group’s mod- 
els are built In an aggressive 
drive to cut costs. . 

New VW group models, 
such as the Golt the Audi 
A3 and the Skoda Octavia, 
share platforms in spite of 
differing styling. 


A second strand of Mr 
Ptftch’s “platform strategy” 
has been to reduce costs by 
concentrating production of 
models sharing the same 
platforms at a smaller num- 
ber of plants. 

The new Arosa, sold by 
VW’s Spanish Seat subsid- 
iary. is built at VW’s main 
plant at Wolfsburg in Ger- 
many: next year's Seat 
Toledo, which is based on 
the platform of the new Golf, 
will be manufactured at a 
Belgian plant which also 
builds the Golf. 

Concentrating production 
of the Polo, currently made 
at Wolfsburg and Pamplona, 
in the Spanish factory would 


release space at Wolfsburg 
and allow the German fac- 
tory to concentrate ou two 
models - the new Golf and 
the Arosa. 

Output of both is expected 
to rise sharply as further 
variants come on stream. 
The Golf is expected to 
spawn a saloon version, 
called the Vento. an estate 
car and possibly a sporty 
coupe. Meanwhile, the Arosa 
is expected to be fallowed 

*>y a slightly 
altered VW-badged version. 

The Pamplona plant buUds 
about l.ooo Polos a day. 
Expansion would probably 
lift output to 1.800 units 
daily. 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Japan government asks banks for. extra funding for customers of failed broker 


Aid increased for Sanyo clients 


By Betftan Hutton far Tokyo 


Japanese financial institutions 
yesterday rallied round with funds 
to compensate customers of Sanyo 
Securities, the failed broker, but 
there was no sign of an overall res- 
cue bid for the company. 

Sanyo filed for bankruptcy on 
Monday with debts of Y373.6bn 
($3bn). Bight affiliated companies 
with liabilities of Y419J2bn also filed 
for protection. 

The total value erf assets held by 
Sanyo and its affiliates is not yet 
dear, but the finance ministry esti- 
mated the parent company's net lia- 
bilities at about YTObn. 

Hiroshi Mitsuzuka, finance minis- 
ter, said yesterday that no public 


money would be used to ball out 
Sanyo. The use of public funds to. 
bail out housing loan companies last 
year caused an outcry by taxpayers. 

However, the ministry said it bad 
asked banks and brokers for extra 
contributions to an industry-wide 
compensation fund covering client 
assets held by securities companies. 
The fund now has assets of only 
about Y35bn. Normally, the compen- 
sation limit for each company is set 
at Y2bn, but this wQl be increased to 
provide full cover for Sanyo custom- 
ers. 

Nomura Securities, Sanyo’s main' 
shareholder, has been asked for 
YiObn, while the three other largest 
brokers have been asked for Y&3bn 
each. Sanyo’s three main banks. 


Bank of Tokyo-Mitsubishi, Daiwa 
Bank and Nippon Credit Bank, have 
been asked for about Y15tm in total 
All the banks and brokers seem 
likely to accept the request ■ 

Daiwa Bank said it would provide 
funds, but made clear it was not 
willing to take part in a full-scale 
bailout of the company. “We can 
only offer funds for the protection of 
investors,* 1 Takashi Katins, Daiwa 
Bank president, said yesterday. 

Nippon Credit Bank, one of the 
main creditors, is itself in financial 
difficulties and being restructured. 
NCB said yesterday it had a total of 
Yg2.6bn of loans outstanding to 
Sanyo Securities and affiliated com- 
panies, only Y4-lbn of which was to 
Sanyo Itself. 


But NCB said much of the debt 
was covered by collateral, and the 
company bad already set aside 
reserves to cover much of the rest 
“Additional losses would probably 
be very small or manageable 
amounts,” NCB said. 

The market turmoil which the 
government had apparently feared 
after Sanyo's collapse failed to mate- 
rialise yesterday: traders were pre- 
occupied with New York and Hong 
Kong, and the Nikkei ended the day 
higher. 

However, share prices slumped for 
almost all listed securities compa- 
nies, except for three of the big four. 
The yen also weakened, partly on 
concerns about financial sector 
weakness. 


No last-ditch 
romance for 
ailing broker 


J apanese marriage cus- 
toms are changing. 
Arranged marriages 
appear to be going out of 
favour - in business as well 
as in private life. 

Until recently, the obvious 
solution to the threatened 
failure of a company such as 
Sanyo Securities would have 
been for the finance ministry 
to act as go-between and 
match it with a suitable, 
more prosperous partner. 

The system was theoreti- 
cally voluntary, but in prac- 
tice those whom the finance 
ministry wished to join 
together rarely dared to 
object The stronger partners 
were motivated by the know- 
ledge that If they ever 
encountered difficulties, the 
same “convoy" system 
would come to their rescue. 

The ministry has in fact 
been up to its old match- 
making tricks in recent 
weeks, trying to find a suitor 
for the sinking broker. But 
in the newly competitive 
financial climate ahead of 
Big Bang liberalisation, all 
the prospective spouses have 
responded with a 'polite hut 
firm “no". 

The final straw for Sanyo 
was the refusal of nine 
insurance companies to roll 


over Y20bn (SI 66m) of subor- 
dinated loans, despite 
finance ministry pressure to 
do so. Other big Institutions 
with links to Sanyo, such as 
Bank of Tokyo-Mitsubishi 
and Nomura Securities, also 
snubbed ministry attempts 
to arrange a rescue package 
or takeover. 

So Sanyo has aided up in 
court filing for bankruptcy, 
rather than signing the reg- 
istry book. Does this now 
signal the «>nd for the convoy 
system, and the ministry’s 
powerful role as match- 
maker and enforcer? 

There are certain special 
circumstances which meant 
that Sanyo was more likely 
to be left on the shelf than 
other troubled financial 
institutions. First, ft did not 
have just one main b ank, as 
is normal in Japan, but sev- 
eral. This meant the amount 
of responsibility each felt 
diminished accordingly. 

Secondly,. Sanyo's main 
ally was Nomura Securities, 
Japan's largest broker, 
which holds nearly 20 per 
cent of Sanyo's shares either 
directly or through a real 
estate affiliate. Nomura has 
already been called upon to 
bail out smaller brokers, but 
its current position means 



Customers read poster at Sanyo’s Tokyo branch explaining move to declare bankruptcy aw> 


that it has little to gain and 
much to lose by taking on 
yet another debt-laden com- 
pany. 

There has been specula- 
tion that a foreign invest- 
ment bank or broker might 
acquire Sanyo for Its retail 
network or seat on the stock 
exchange. 


H owever, as Paul Hea- 
ton, financial ana- 
lyst at Deutsche 
Morgan Grenfell in Tokyo, 
points out, there are cheaper 
ways of acquiring a seat on 
the exchange (without tak- 
ing on unknown quantities 
of bad debt), and the record 
of Sanyo’s retail staff does 
not make them an attractive 
proposition. The best hope 
for Sanyo may be that an 
institution such as Bank of 


Tokyo-Mitsubishi could take 
it over and sell off its vari- 
ous parts. 

The next worry is whether 
Sanyo’s collapse is just the 
first of a wave of broker 
bankruptcies. 

Sanyo was known to be in 
more immediate danger than 
any of the other second-tier 
brokers. Its capital adequacy 
ratio, which fell to 160 per 
cent earlier this year, clearly 
put it in the danger zone - 
analysts consider anything 
below 250 per cent to be 
unhealthy. 

But there are at least six 
other medium-sized brokers 
below the line. Some of 
them, however, have stron- 
ger relationships with their 
key shareholders than Sanyo 
bad with Nomura. 

One basic assumption 


about the Japanese financial 
system - that someone will 
always come to the rescue - 
may no longer hold true. But 
a wider characteristic of Jap- 
anese business life - that 
long-term relationships are 
all-important - may still be 
sufficiently strong to save 
some of the other struggling 
brokers. 

Some may thus manage to 
avoid Sanyo's fate, but it Is 
becoming more certain that 
some will not “Winners and 
losers are increasingly being 
decided," said Elizabeth Dan- 
iels, analyst at Morgan Stan- 
ley in Tokyo. For the 
moment, it seems Japan's 
financial institutions are 
readier to accept that than is 
the ministry of finance. 


Rethan Hatton 


Chinese power 
group eyes HK 
listing next year 


By Louise Lucas 
in Hong Kong 


China International Power 
Holdings, a unit of China’s 
Ministry of Power, is seeking 
a listing in Hong Kong next 
year, according to bankers in 
the territory. 

The company Is in the 
early stages of restructuring, 
and bankers say its initial 
forecast of proceeds of 
$750m-$lbn are likely to be 
cut to about $600m-$800m. 
Mandates to lead-managers 
bave yet to be awarded. 

China International Power 
is the Hong Kong arm of 
mainland-based China Power 
Investment Corp, and the 
ministry's window company 
for raising funds overseas. 
As a Hong Kong company, it 
will not issue H-shares - the 
name given to the Hong 
Kong-traded stock of China 
state-owned enterprises - 
but will join the ranks of the 
"red chips”, or mainland- 
backed companies. 

Because of the work 
involved in the restructur- 
ing, the issue is unlikely to 
come to market before the 
second half of 199a bankers 
say. There is also little 
incentive to speed up the 


listing process, given the 
cooler market sentiment. 

The sharp drop on the 
Hong Kong stock market, 
prefaced by falling share 
prices among the China com- 
panies, has. prompted 
would-be issuers, including 
Yanzhou Coal Mining and 
China National Aviation, to 
delay their listings. 

However, other China 
power companies are under- 
stood to be advancing plans 
to secure Hong Kong list- 
ings. The sector was hit by a 
wave of negative sentiment 
in 1994, largely owing to con- 
cerns about foreign 
exchange guarantees and 
rates of return that foreign- 
ers regarded as too low. 

One victim was Shandong 
International Power Devel- 
opment CSEPD), which 
scrapped its Y3bn ($362m) 
flotation three years ago but 
is now understood to be 
reviving its plans. 

The listing . scheduled for 
Wall Street, was cancelled in 
the wake of poor perfor- 
mances by other China 
power companies - Shan- 
dong Huaneng Power Devel- 
opment and Huaneng Power 
International - that had 
listed there. 


New Core 
files for 
protection 


By John Burton in Seoul 


New Core, South Korea’s 
second-largest retail group, 
yesterday filed for bank- 
ruptcy protection for half of 
its 18 affiliates in the latest 
collapse among the nation’s 
top 30 conglomerates. 

It was unable to service 
debts Oi Won l,620bn 
($1.67bn) amassed during a 
rapid expansion of its 
department and discount 
store network since 1994 in 
its bid to become the world’s 
20th largest retailer by 2000. 

New Core said it would 
negotiate with creditors to 
reschedule debt payments as 
it seeks to raise Won735bn 
through property sales, 
inclndjng 19 of Its 39 retail 
outlets. It will also slim 
down to six subsidiaries 
from 18. It estimated the 
reorganisation would cut 
annual costs by 
Woni73.5bn. The company 
is aiming to regain profit- 
ability in six years. New 
Core reported.net profits of 
WtmlB^bn in 1996. 

Bat creditors, led by 
Korea First Bank, have yet 
to decide whether to endorse 
New Core's court protection 
plan while allowing it to 

retain current management. 

Creditors may instead 
decide to sell New Core to 
another retail group. 


NatWest to 
close HK arm 


By Louise Lucas 


NatWest Markets, part of the 
UK’s National Westminster 
group. Is to close down its 
global debt markets division 
in Hong Kong early next 
year and concentrate its debt 
functions in Singapore, 
Tokyo and London. 

The move will result in 
about 55 redundancies. The 
remaining 50 employees 
within the division will he 
located outside Hong Kong. 

The banking group said 
the restructuring was part of 
a strategy of focusing on 
areas where it had a compet- 
itive advantage, and of cut- 
ting costs and Improving 
productivity. 

It follows a period of 
upheaval for the group's 
Asian operations. A year ago 
National Westminster Bank 
bought oat Wheelock, the 
Hong Kong conglomerate, 
from its Hong Kong invest- 
ment-banking joint venture. 

The Joint venture was sub- 
sumed into the global equi- 
ties division of NatWest Mar- 
kets, the ’ UK bank’s 
investment hanking arm. 

As the realignment was 
announced. Wheelock Nat- 
West lost two of its key per- 
sonnel: David Miller, chief 
executive, and David Clap- 
ham, head of research. In 
August the company carried 


out a review of NatWest 
Markets. 

There were also depar- 
tures from the group's fund 
management arm after Nat- 
West acquired Gartmore. the 
UK fund management com- 
pany. last November. 

Departures have continued 
at the investment bank. Last 
month saw the resignation 
of Trevor Bush, managing 
director (greater China) of 
NatWest Markets. 

The latest restructuring 
affects the debt unit respon- 
sible for fixed-income sales 
and for trading, derivatives, 
structured finance and 
securitisation. 

The bulk of this will now 
be managed from Tokyo, 
although syndication and 
project and structured finan- 
cing for Asia wifi be man- 
aged in London, where it 
could be handled more cost- 
effectively. 

The bank said Tokyo was 
the logical choice because it 
is one of NatWest Market's 
bigger offices in the region. 
“The global debt markets 
division bad to look at its 
global function and ways to 
rationalise and get the best 
return on assets.” she said. 

NatWest Markets employs 
560 staff in Asia, including 
220 in the equities division. 
Of these 250 are based in 
Hong Kong. 


Weak commodity prices hit Grasim 


By Krishna Guha in Bombay 


Weak commodity prices 
depressed profits at G rasim 
Industries, the conglomerate 
at the core of India’s Aditya 
Blrla group. 

Pre-tax profits fell 17 per 
cent to Rsl.47bn ($40m) in 
the first half. 

Grasim said the results 
reflected "a marked , slow- 
down in the economy and 
continued slackness in the 
market for commodity prod- 
ucts in general”. 

Sales rose 19 per cent to 
Its 17. 66b n in the six months 
to September 30 as Gr asim 
Increased output erf its com- 
modity products. 

However, operating profits 
rose only 2 per cent held 


back by poor prices and 
highur costs. Grasim blamed 
the rising costs on 
"Increases in the cost of 
government-controlled 
Input”. 

Lower income from invest- 
ments and higher depreda- 
tion charges pushed overall 
profits lower. 

Grasim has also suffered 
from a string of problems 
with power and water sup- 
plies to rts plants. 

The- company said it had 
increased production of 
viscose staple fibre by 19 per 
cent to 83,000 tonnes and 
output of caustic soda by t7 
per cent to 62,000 tonnes. 
But problems with gas 
supply at its sponge iron 
plant curtailed output, 


which fell 9 per cent to 
346,000 tonnes. 

Grasim said the “expected 
take-off" in India's infra- 
structure and housing 
spending “should result in 
greater demand for cement 
and steel". Grasim is India’s 
third-biggest cement pro- 
ducer. 

However, it said its sponge 
iron business would redou- 
ble its "thrust on export 
markets" as domestic 
demand was still “sluggish”. 

The company said domes- 
tic demand for viscose fibre 
to blend with polyester 
would “continuously 
increase”. It also Intends to 
develop the market for 
higher price speciality fibres 
"globally”. 


Grasim, once a valued 
blue-chip stock, hopes moves 
towards value addition will 
help win back confidence of 
the stock market, where it 
has been out of favour for 
the past IS months. 

“The company has been 
jinxed,’’ said one analyst “It 
has had environmental pro- 
tests in Kerala, water short- 
ages in Madhya Pradesh, 
and flooding in another 
plant" 

Analysts said the results 
should mark “the end of the 
bad news", but pointed out 
there were few synergies 
between Grasim cement and 
viscose fibre businesses. 

Fundamental restructur- 
ing, which could be neces- 
sary to restore Grasim’s for- 


Graslm Industries 


Share price retetive to the 
Bombay Sensitive index 
iiO — 



tunes, is unlikely because of 
complex cross-shareholdings 
within the Aditya Birla 
group. 
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Interim results 

for the six months ended 30 September 1997 


+ Acquisition of Nelson Hurst 

♦ Outstanding 56% growth in employee 
benefits 

♦ Revenue up 49% to R457 million 

♦ Attributable income up 55% to 
R66 million 

♦ Headline earnings increase 27% to 
28,9 cents a share 

4- Interim dividend increases to 8,9 cents 
a share from 7 cents a share 

♦ Outlook - real growth in earnings 


The Forbes Group is a leading independent professional smit es 
organisation headquartered in South Africa which ranks 
amongst the top 70 comparable organisations in the world in 
revenue terms. Its activities, which orr conducted directly and 
indirectly through its subsidiaries and associated companies, 
include risk engineering and risk finance consulting, nnplmre 
benefits and actuarial consulting, health care atlministration 
and consulting, insurance, reinsurance and wholesale broking, 
niche underwriting and related products and services. 
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JCI 


Limited 



iRrgivimUm number 66'MHi flftl 
(liKnqwnml In the Republic of Souib Uriai 
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RESULTS OF ELECTION TO RECEIVE A FINAL DIVIDEND INSTEAD OF THE 
CAPITALISATION AWARD AND AN ELECTION TO SUBSCRIBE FOR NEW SHARES 


The right of election to receive a final dividend instead of an award of capitalisation shares 
f “the Capitalisation Award") and the right of election bv llu*se shareholders electing the 
dividend to apply the dividend in subscribing for new JCI shares ("the Subscription"* made to 
ordinary shareholders registered at the close of business on Fridav. 26 September 1997 (“die 
Record Date"), closed at I6h00 nn Friday, 31 Octohcr 1997. The weighted average traded price 
ofJCJ ordinary shares on thcjoliannesburg Stock Exchange on Thursday. 30 October 1997 was 
R 19,60. Accordingly, the award of capitalisation shares and the sut»cription for new shares was 
determined as a rario of 2.55192 new shares for each ItKI shares held on the Record Date. 

Elections to receive the Ena] dividend of -15 cents per share in respect of the year ended 30 June 
1997 instead of die Capitalisation Award were received in respect of 108 963 29-1 shares. 
Accordingly, a final dividend of In cents per -hare was declared on l Notemher 1997 on 
108 963 294 ordinary shares in respect ol die vear ended “Jl June 1997. Elections to applv this 
dividend in subscribing for new sh.ites in JCI were icenved in respect of 79 MU of these shares. 
.An amount of R33 775 was therefore applied in terms of the Subscription. Aecordinglv. 
1 153 639 new fully paid JCI ordin.nv shares of 0.tl(K)671579 cents each have l>een allotted in 
terms of the Capiiali&iuun Award and the .Subscription and (he issued share capital of JCI has 
been increased to 155 267 774 ordinary shares. 

The listing of I 153 639 new ordinal v share.- in JCI will commence on die Johannesburg .Stock 
Exchange from the commencement />i Ihkircw on tVcdncvhn. 5 November J997. 

Cheques in respect of die final dividend anil shares sold for die benefit of shareholders, as well 
as share certificate-, will be posted to si i. ire holders on or about Wednc-dny. 5 November 1997. 
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COMPANIES AND FINANCE 


Interim results at lower end of expectations, as strong pound and competition take their toll- 

M&S unveils three-year expansion plan 


By Robert Wright 

Marks and Spencer, the 
clo thing , food and house- 
ware retailer, yesterday 
announced details of a three- 
year £2.1 bn ($3.4fibn) expan- 
sion programme partly 
designed to increase sharply 
the share of its revenues 
generated from overseas 
stores. 

The group, which is 
expanding in Asia, the US 
and continental Europe, said 
it was taking advantage of 
the strength of sterling to 


buy sites in Germany, where 
it opened Its first store ear- 
lier this year. 

Keith Oates, joint manag- 
ing director, said that by 
early In the next century 
M&S wanted to raise the pro- 
portion of business done out- 
side the UK from 17 per cent 
to as much as 25 per cent 

Overall, the group will 
increase its selling space in 
continental Europe by lm sq 
ft - or 80 per cent Nearly a 
third of the expansion will 
be in Germany. 

Sir Richard Greenbury, 


chairman, said: “There are 
20 to 25 sites in Germany 
alone we would like to have 
tomorrow. My guess is it win 
take us five years to get 
them.” 

Details of the expansion 
programme came as M&S 
announced interim pre-tax 
profits of £462. 3m, at the 
lower end of expectations. 

Profits in the 26 weeks to 
September 27 were particu- 
larly hit by the strong 
pound. International turn- 
over rose 1.8 per cent to 
£601 ,8m, while operating 


profit fell 17.2 per cent to 

The company said that 
profits were reduced £700,000 
by currency translation 
effects and £&5m by the cost 
to international subsidiaries 
of Importing goods from the 
UK. 

There were also problems 
for M&S’s .food retailing 
operations, where turnover 
rose only 2 L3 per cent - an 
effect some analysts attri- 
buted to supermarkets' 
movement into the higher- 
margin food retailing areas 


where M&S has made many 
of its sales in the past. 

The group's financial ser- 
vices division was also hit 
by Increased competition, 
with turnover increasing 
28.7 per cent to £127 .8m 
(£99. 3m), while operating 
profits rose only 13 per cent 
to £37^m (£33 -2m). 

Robert Colvill, fin a n ci a l 
services director, said the 
reduction in margin was 
"probably quite a natural sit- 
uation at this stags’*. 

He said: “This Is not the 
time markedly to increase 


our margins. It is the time to 
increase our market share." 

Analysts yesterday shaved 
their fun-year pre-tax profit 
forecasts for M&S by some 
£©m to about £Ll5bn, Fore- 
casts tor the Allowing year 
were also being shaved by- 
about £60m to £l-26ba. 

The bulk of spending on 
expansion, some £803m, is 
now likely to be required in 
this wnwTiriai year. The divi- 
dend rose by more than 
earnings to 3L6p (3J3p). 
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Big fund managers score badly 


By Jane Martinson, 
Inve st ment Correspondent 

Two of the UK’s largest 
pension fund managers - 
Gartmore and Mercury Asset 
Management - achieved 
returns well below the aver- 
age in the year to date, 
according to latest perfor- 
mance figures. 

One of MAM’S mixed-with- 
propexty funds, which man- 
ages some £676m ($l.l2bn) 
for a variety of clients, 
achieved the worst returns 
of all 71 in this sector as 
measured by Combined 
Actuarial Performance Ser- 
vices. The industry’s largest 
pooled vehicle - MAM's 


with a return of 14.5 per cent 
in the nine months to Sep- 
tember 30. 

The group reorganised its 
management of these funds 
over the summer. 

Gartmore, which has suf- 
fered several high-profile cli- 
ent losses from its core 
funds In the past year, has 
underperformed for longer 
than MAM, which performed 
well over the past two years. 

Gartmore ’s smaller medi- 
um-term balanced fund came 
70th out oT 71 in the year to 
date but bottom of the five- 
year performance records 
with a 14.1 per cent return. 

These funds have suffered 
from stock selection deci- 


to industry consultants. 
Other large investment man- 
agers bad performed better. 

Fund managers have only 
slightly moved out of equi- 
ties and into bonds in the 
third quarter, in spite of the 
government's July abolition 
of the dividend tax credit. 
The average fund manager 
held 18 per cent in bonds 
and cash by the end of Sep- 
tember, compared with 16.7 
per cent at the end of June. 

On average, UK equity 
returns helped pooled pen- 
sion funds achieve their best 
performance far almost four 
years in the last quarter as 
they fled from south-east 
Asia and Japan. 


a return cf 8.1 per cent in 
the three months to Septem- 
ber 30, their best perfor- 
mance since the last quarter 
of 1B93. 

This performance of man- 
agers holding assets of some 
£80bn benefited from a 13J. 
per cent return from UK 
equities. The average fund 
increased its holding in UK 
shares from 56.1 per cent to 
584 in the quarter. Managers 
bought more US shares, 
which returned 114 per cent. 
The average US equity 
weighting increased from 34 
per cent to 44 per cent in 
the quarter. Holdings in 
Pacific Basin shares, exclu- 
ding Japan, fell from 5.1 to 


£4-65bn fond 

- came 68th 

sians in the period according 

The average fond achieved 

3.8 per cent 


| RESULTS I 











• Dividends - 







Pre-tax 



Conm 

Data of 

Cwrapcwfing 

Tbte tar 

Tote bat 



Ttanunr (BnJ 

prt»<Ei» 

eps (e) 

payment (p) 

payment 

(Mend 

year 

year 

BoOnware 

- 28 wks to Sept 13 

332 

(311 ) 

55 

(6.65(f) 

32 

(42) 

1.05 

Jan 6 

1 

_ 

1223 

BrfBsb Mroteum - 

_ 9 mths Id Sept 30 

32.896 

|31 ,688) 

2251 

R9M*) 

33.1 

(37) 

05 

Fab 2 

5 

- 

192 

Cetete hfl 

_ 6 mfts to Sept 30 

7.02 

(4.14) 

0.847L 

(2.7L) 

025L? 

(3.41L) 

- 

- 

- 

- 

- 

Charles Stanley — 

— 6 mthB to Sept 30 

10.6 

(827 ) 

189 

0-01 ) 

11.04 

(628) 

1 

Mm 28 

0225 

- 

3.B25 

Dairy Crest 

6 mtha to Sept 30* 

392 

(381.6 ) 

18.7 

065*) 

11.8 

(9-9) 

- 

- 

- 

- 

- 

Edge Properties — 

6 mths to Sept 30* 

19.4 

(5.3 > 

3.17 

(0-5) 

64? 

(3.1 ) 

- 

- 

- 

- 

- 

Uarics rad Spencer 

_ G nitfts to Sept 27 

3,742 

(3,534 ) 

4522 

(430.1 ) 

11.14 

(10.46) 

32 

Jan 16 

32 

- 

13 

Norflum Fine Foods 

-6 mths to Sept 30 

17 

(14.6) 

0.509 

(0409) 

0.83 

(027) 

01 

Dec 12 

005 

- 

0.15 

Pwwnamt Ml — 

_ 6 mths to Sejrt 30 

170.5 

051.6 ) 

232 

(204) 

19.7 

072) 

3.1 

Feb 12 

22 

- 

102 

Rwelnttcn Wcc <E . 

- 6 mtha to Aug 24- 

4.19 

0-84 ) 

0.156 

(0.T32L) 

0.1 38f 

(P24ZI) 

01 

Dec 12 

- 

- 

079 

Setoct Appts 

- 9 rathsto Sept 30* 

378.4 

PB3) 

232 

042) 

108? 

022) 

- 

- 

- 

- 

3 

Sims Food 

- 6 mttn to Sept 30 

552 

(755) 

1.0441 

(0-71 ) 

2.1 

0-7) 

nR 

- 

til 

- 

nil 

Thames Water 

_ 6 mths to Sept 30* 

698.1 

(014.5 ) 

202 

(1764) 

44.7$ 

(41 ) 

122 

Fab 3 

112 

- 

344 

Wesflwy 

— 6 mths to Aug 31 

1424 

031.5) 

132 

(0.71 ) 

10.3 

(7-4 ) 

2 285 

Jan 5 

215 

- 

625 

WUs Corroon 

_ 9 mths to Sept 30 

518$ 

(56B2fl 

68.1 

(86.2* ) 

9.5 

012) 

1254 

Jan 2 

125 

- 

62 





Rnmamm 



cum 

da or 

Qonwpondfcg 

Tote tar 

Ibte tat 

Investment Trusts 

NAY 

« 

Earetaaa(bW 

m 

U 

payment (p) 

peytww 

dMend 

year 

ynar 

Gartmura Vulture — 

— Births to Aug 31 

100.7 

001 2) 

0.424 

(0346) 

2.16 

(1.76) 

12 

Nov 28 

12 

- 

32 

Handaram Far East Yr to Aug 31* 

iei 

080.4 ) 

3.77 

(323) 

7 

(62) 

1.7 

Jot 2 

1.7 

62 

62 

Renaissance US — 

_ 6 mths to Sept 30 

116.1 

(94.7) 

027 

(0-161 ) 

12 

(0-77 ( 

02 

Not 28 

- 

- 

- 

Secs Trart ScoSand 

_ 6 mtos to Sept 30 

1342 

00559) 

7.13 

»22) 

223 

(223 ) 

1.17 

Dec IB 

1.13 

- 

3J5 


Earnings shown basic. DMdands shown rat Rguraa to tractate are for conwpon J ng period. 4After exceptional chsge. ¥ After ax capflo n d craft. fOn tareaud capita. 
$/Um stock frCoropBrahte palod to Jufy 31. » Comparator pro forma, ►fr&ctufes affect of wfndfaB laic Interim. ‘OampteaMwa restated. fOperattng Income. 


Fate of RBB 
forces Redland 
boardroom exit 


By Andrew Taylor, 
Construction Correspondent 

Helga Bruhn-Braas. has 
resigned from the board of 
Redland, the UK building 
materials group which Is 
fighting a £l.69bn ($2.8bn) 
takeover bid from Lafarge, 
its F rench rival 

Ms Bruhn-Braas repre- 
sents a 314 per cent Brass 
family interest in RBB, the 
world's biggest roof tile com- 
pany, of which Redland con- 
trols 56.1 per cent 

Redland last week sig- 
nalled that all of its busi- 
nesses were separately up 
for sale, including Its RBB 
Stake, in an attempt to gain 
more value for shareholders 
than Lafarge’s 320p-a-share 
hostile offer. 

Ms Bruhn-Braas has 
resigned to avoid a conflict 
of interest in negotiations 
between the Braas family 
and the Redland board over 
the future of the British 
group’s majority stake in 
RBB. One option is fra- the 
family, which is being 
advised by Lehman 
Brothers, to try to raise the 
cash to buy the Redland 
holding. 

Another option might be 
to find a _ “friendly " Euro- 
pean investor to buy the 


Redland stake to prevent 
Lafarge gaining a controlling 
interest in the German-based 
tile group. 

RBB, valued by brokers at 
about £80Qm, has previously 
been regarded as a poison 
pill, owing to German laws 
which protect minority 
shareholders and restrict 
dividends paid to Redland. 

RBB's operating profits 
last year slipped from 
£255. 6m to £197. Sm as the 
German construction market 

went into decline. 

Rudolph Agnew, Redland's 
chairman, said in the compa- 
ny’s defence document last 
week that he was consider- 
ing a range of options, 
including a partial or com- 
plete break-up. 

About 10 groups have 
expressed Interest in buying 
various parts of Redland’s 
international tile, aggregates 
and concrete operations 
although a rival bidder to 
Lafarge far the entire group 
has yet to emerge. 

Minarco. Hanson, Pioneer 
and RMC are among those 
repo rte d to be interested in 
acquiring Redland's other 
interests. 

Redland’s shares dipped 
4Vip to 329Kp yesterday. 
9V»p ahead of the Lafarge 
offer. 
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US competition hits Willis 

A strong pound and the effects of fierce competition in 
tbeUSdrove nine-month profits at tos^rancebroker 
WHIis Corroon sharply lower, dampening hopes of an 
Increased dividend this year. John Reeve, chairman, 
defended its determination to stay jnde P^f nt ri M?fh?^ 
of industry consolidation, saying it would benefit in the 
fourth quarter from internal restructuring- _ 

Pre-tax profits fen 23 per cent to as 

revenue from brokerage and fees slumped 9 percent to 
£484_4m. Premium rates for commercial insurance In the 
US, where Willis derives nearly half its Income, we* 
failing faster than at any other time in the pastlOyears 
following a spate of mergers and acquisitions. With much 
of Willis’s business transacted In dollars, the recent 
strength in sterling depressed profits by £8.5m. 

The group is frying to improve efficiency in the US and 
said it might sell some North American businesses ir it 
could not lift their performance. Omstophir Adams 

Tougher targets for BP 

British Petroleum will announce new medium-term 
financial performance targets next April because it is 
making such rapid progress In meeting its current goals 
for the end of the decade. 

John Browne, chief executive, said BP was more than 
two-tbirds of the way towards meeting the current target 
of a cumulative $L5bn in performance improvements by 
2000. That goal should be reached by early next year, he 
said. About 80 per cent of the improvement came from 
Hi pho t* volumes, with lower costs accounting for the 
remainder. 

BP a lso announced third-quarter net profits of £69im 
($l.l5bn) before exceptional. That was at the upper range 
of analysts’ forecasts. 

Betterware expansion plans 

Betterware yesterday detailed an expansion strategy into 
at lea st eight emerging markets, as the home shopping 
group suffered lacklustre sales In the UK. 

The group said it would invest $8m in expanded joint 
ventures with Avon Products, the door-to-door cosmetics 
group- Peter Hartley, manag ing director, said sales from 
the joint ventures with Avon could reach “several 
hundred million dollars’* in 10 years. 

Betterware Is launching in five eastern European 
countries beginning with Hungary, and three Asian 
countries inclu din g Japan. The expansion follows joint 
ventures with; Avon in Latin America. 
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CONTRACTS & TENDERS 


Qualification of Contractors 
Rolling Stock - Electrical Multiple Units 

The Kowloon-Canton Railway Corporation (“KCRC") proposes to appoint, through pre-qualification 
and tendering, a contractor for Contract SP-1900, Roiling Stock - Electrical Multiple Units. 

The Contract is for the design, supply, testing and putting into service of 250 EMU cars, for use on 
both the East Rail and West Rail systems. Delivery of the East Rail cars is expected to commence in 
June 2000 and the delivery of West Rail cars in May 2001. 

More detailed descriptions of the work activities will be included in the Pre-Qualification Questionnaire. 

East Rail is an existing passenger system operating between Kowloon and Lo Wu. It is a 
double-tracked, 25kV electrified railway system with a route length of 34 km. The system has 
13 stations and one maintenance depot. 

West Rail Phase 1 Passenger System will be a 30.5 km, double-tracked, electrified railway system, 
with a maintenance depot and up to 9 stations. 

Requests for a Pre-qualification Questionnaire should be made on company letterhead by 
facsimile to the Kowloon-Canton Railway Corporation, Attention: Procurement Manager at 
(852) 2601-2671 in the English language. Requests for Questionnaires must be received by 
the Corporation by 6:00pm on 1 December 1997 Hong Kong Time. 

KCRC will, at its sole discretion, evaluate responses to the Pre-qualification Questionnaires. 
Those organisations which KCRC determines to be suitably qualified will be invited to tender. 
The tender documents will require the provision of a performance bond/bank guarantee. 

No communications in response to this advertisement will be accepted by KCRC except by facsimile at 
the above noted facsimile number. 

This Procurement activity is covered by the World Trade Organisation Government Procurement 
Agreement. 

interested firms are advised that the ultimate placement of orders for East Rail system EMU cars is 
subject to the approval of the Managing Board of KCRC. 


Interested firms are advised that the construction of Phase I of West Pail will 
be subject to the approval of the Hong Kong Special Administrative Region 
Government around September 1998. 


Additional information is also available on the Internet at the following address: 
http://www.kcrc.com 



BUSINESSES FOR SALE 


Appear h the Financial Times away Tuesday Friday and Saturday 
For further WbimatJon, or to advertise htNs section, 
please contact 

Melanie Mies on +44 0171 873 3349 or Marion Weckfeffaun on +4401718734874 


‘Tackling the Year 2000’. 

Comprehensive guidance written by CCTA, 
the UK Government’s IT agency. 

Help safeguard the future of your business 
from the effects of the Millennium Bomb. 
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Vof 1: Executive overview 

Vo! 2: Managing the programme 

Vol 3: Kick-starting the organisation 

Vo! 4: Assessing the size of your problem 

Vol 5: Testing and compliance 

Vol 6 : The legal implications 

“Every successful Year 2000 project must 
have a library, and Tackling the Year 2000’ 
must be in every library.” 

Peter de iager 

Six volumes £320 (rrp £360) or CD-ROM £440 <rrp £495), 

To order, call Michael Pearson on +44 171 873 3286. 
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COMPANIES AND FINANCES UK 


Packing powder into magazine titles 

Christopher Price looks at the strategy of Kevin Hand, new chief executive of Emap 


LEX COMMENT 

Cookson 


F ew people will remem- 
ber Woman on 
Wheels, the early 
1980s magazine for a sup- 
posed new breed of female 
scooter rider. 

The title, which carried a 
free combined nail file and 
spark-plug remover on the 
front cover, folded after one 
issue. The decision was 
taken by Kevin Hand, the 
then newly-appointed head 
of Emap’s consumer maga- 
zine business. 

His knack of spotting the 
losers and backing the win- 
ners in the fickle world of 
publishing paved the way Tor 
other senior roles at Emap - 
c ulminating in his appoint- 
ment, confirmed yesterday, 
as the media group's nest 
chief executive. 

He replaces Robin Miller, 
who is moving to the post of 
non-execntive chairman 
when Sir John Hoskyns 
retires next July. 

Mr Hand. 46, Joined the 
board eight years ago and 
since 1994 has been manag- 
ing director of Emap’s 
French operations. The busi- 
ness was greatly expanded 
last year with the £145m 
($241m) acquisition of three 
of France’s biggest consumer 
magazines, including T616 
Star, a listings title which 
sells 2m copies a week. 


The French business is 
now the second largest con- 
tributor to group profits, and 
is likely to herald further 
expansion out of the UK. 
"We will certainly be looking 
to do more things in interna- 
tional publishing," says Mr 
Hand. “France contains 
some very good opportuni- 
ties to replicate our success 
in the UK magazine mar- 
ket” 

Until now, the company 
has concentrated on revamp- 
ing its French stable, but Mr 
Hand says the next 18 
months will see the group 
launching new titles. 

Germany, where Emap 
currently has only a smeU 
presence. Is also in his 
sights. 

Breathing new life into 
existing titles, and launching 
new ones, is a strategy 
which has served the group 
well in the UK. When Mr 
Hand took over the maga- 
zine business in 1963, it had 
20 titles. Six years later. 
Women on Wheels notwith- 
standing, the group pub- 
lished 90 magazin e*^ includ- 
ing big-selling titles such as 
FHM, EHe and Smash Hits. 

The market will remain 
core to Emap. says Mr Hand. 
However, be says the group 
is well aware of the increas- 
ing competitiveness. “Titles 
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Kevin has a knack for spotting losers and backing winners in publishing 


are having to change faster 
than ever because reader 
habits are changing. We 
have to be prepared to 
respond, quickly." 

He says Emap could be 
interested in acquiring ZPC, 
the magazine business 
which was put up for sale 
last week by Reed Elsevier, 
although the competition 
between so many of the two 
companies’ magazines would 
detract from the current 
£750m-£lbn price tag being 
mooted by analysts. 


Emap’s strength in launch- 
ing new titles would also 
make the company cautious 
over the price it was paying 
“in markets where we are 
already strong”. Emap could 
certainly afford to buy IPC. 
In the year to March 31, net 
debt fell from £350m to £86m, 
and analysis are forecasting 
a modest Cash mountain by 
1999. Other areas ear-marked 
for continued investment are 
business magazines and 
radio. 

Mr Hand's appointment as 


chief executive and Mr Mill- 
er's move to a part-time posi- 
tion marks the end of an era 
at Emap. Mr Miller joined 
the company, which started 
life as a small east Midlands 
newspaper group, as a 
trainee reporter in 1965. 

He rose to become chief 
executive in 1985, recruiting 
David Arcuhis as managing 
director on the way. 
Together, the two oversaw 
the growth or Emap's mar- 
ket capitalisation from 
£250m in 1987 to £1.6bn In 


February this year. 

However, despite this suc- 
cess. shareholders are likely 
to be relieved that the issue 
of succession has been 
resolved. For six months at 
the end of last year, the com- 
pany was polarised by a 
rebellion by two non-execu- 
tive directors who objected 
to new articles of associa- 
tion. 

The revolt ended last 
December with the highly 
unusual removal of the two 
rebels at an extraordinary 
shareholders’ meeting, but 
not before the issue of suc- 
cession had been brought 
into the public arena. 

In particular, the question 
of where Mr Miller and Mr 
Arculus would fit into a 
revamped board structure 
attracted much speculation 
from analysts and invest- 
ors. 

It was answered in Febru- 
ary when Mr Arculus left to 
join United News & Media as 
chief operating officer. 

Mr Hand admits to having 
a hard act to follow, but says 
the strengths of the group 
will ensure its continuing 
development: “Emap has 
achieved its success by hav- 
ing a culture which has 
allowed young creative tal- 
ent to thrive. That will con- 
tinue to be the case.” 


It would be nice if Cot*- 

son Group’s sale of a com- 

modify plastics business share price relative to the 

marked the end of the FTSE AH- Share index 

pruning. After reforming 120 r 

top management and sell- J|iU 

ing non-core businesses. 1,0 / f | 

the company would then JL A 

look lean, Qt and ready to L 

start expanding again. 9 a -f A 

Unfortunately, it needs to _ _ % 1 

do more than this to 80 ----- yv-- 

slough off its conglomerate 

discount. Of course, the p 

group can always argue so 1 — 

that Its current five legs . , , 

are really just three: elec- 50 1NS « ai 
tronlcs. ceramics and engi- oMwam/icv 

nee red products. But such 

presentational juggling would not be worth the annual 
report it was printed on. Only one of the three legs, 
electronics, would make a coherent unit. A big chunk of ; 
the ceramics division is a poorly performing 50:50 Joint ' 
venture with Johnson Matthey. which really ought to be I 
sold or bought ouL And although "engineered products" | 
could plausibly encompass parts of the plastics business. , 
the result would be a jumble that would benefit from a 
spring clean. 

The pr uning also needs to go deeper than the business 
portfolio. Cookson's emphasis has been on sales growth, 
and fat is bound to have built up. The management is still 
better at explaining how ftiturc projects will have to 
deliver better returns than at convincingly proposing to 
sweat the assets they already have. This may be politic 
with Richard Oster, the man behind the expansion of the 
early 1990s. still in the chair. But if the tone is not 
rather different behind the scenes, that re-rating will not 


Emap takes a 
look at EPC 
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By Christopher Price 

Emap yesterday became the 
first potential bidder to 
express interest in IPC. the 
UK magazine business put 
np for sale last week by 
Reed Elsevier. 

Kevin Hand, confirmed 
yesterday as Emap’s new 
chief executive, said the 
issue was under consider- 
ation - though he expressed 
reservations about file price 
tag mooted by some ana- 
lysts of up to £lbn ($1.66bn). 

Other companies likely to 
be interested in the UK’s 
biggest consumer magaz i ne 
group include Bertelsmann, . 
GNJ and Bauer of Germany, 


VNU of the Netherlands and 
United News & Media. 

Lorna TUbian, media ana- 
lyst at Panmure Gordon, 
suggested Emap might team 
up with another bidder - 
possibly a continental Euro- 
pean group - in an attempt 
to avoid an inquiry by com- 
petition authorities. Emap 
has about 13 per cent of the 
consumer magazine market 
and IPC about- 20 per cent. 

A joint approach would 
also -allow Emap to divide 
up file IPC stable and sell on 
some titles, which Include 
TV Times and Woman. 

Reed said yesterday It was 
proceeding with the. auction 
process for EPC. . 
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DIVIDEND INCREASED BY 9.1%. 

UK & GROUP PROFITABILITY MAINTAINED. 

£2.1 BILLION THREE YEAR CAPITAL 
EXPANSION PLAN. 


“We are entering a period of accelerated 
footage and product expansion in the UK and 
overseas , so by the year 2000 zvill be 
■zcell on our zeay to establishing a global business. 
We have the financial strength, management 
capability and experience to achieve our ambitions. 


HIGHLIGHTS FROM THE STATEMENT 

BY THE CHAIRMAN 
SIR: RICHARD GREENBURY 
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INTERNATIONAL CAPITAL MARKETS 


Europe ends with modest gains 


GOVERNMENT BONDS 


By Vincent Boland and 
James Wilson in London 
and John La bate 
in New York 

European bond markets 
recovered some of Monday's 
losses in quiet trading yes- 
terday. taking their cue from 
strength in German bunds. 

A weaker start on Wall 
Street kept gains relatively 
modest, however, as inves- 
tors kept a wary eye on vola- 
tile equity markets. 

GERMAN BUNDS outper- 
formed all other main Euro- 
pean bond markets, with 
spreads at the 10-year end 
against most markets widen- 
ing from overnight levels. 
The December bund future 
settled in London at 102.62, 
up 0.17, at the high end of a 
trading range of just 0.22. 
Volume on Liffe was moder- 
ate at 95.000 contracts. 

Comments by Otmar Iss- 
ing. chief economist at the 
Bundesbank, to the effect 
that the central bank was 


prepared to be pre-emptive 
in fighting inilation. was 
seen as positive for bond 
markets in the short term. 
His comments were inter- 
preted as meaning further 
German interest rate rises 
could not be ruled out but 
were not imminent 

"It Is a message the mar- 
kets are very well aware of 
and take very seriously. It is 
also something they are 
comfortable with - most are 
convinced the Bundesbank 
is prepared to be pre-emptive 
on inflation," said David 
Brickman, international 
economist at PaineWebber. 

UK GILTS had a quiet day 
with trading thin In a nar- 
row range. The December 
contract ended up £ at 118*/*, 
with 72.000 contracts traded. 
Most attention is on the 
meeting of the Bank of 
England's monetary policy 
committee, which starts 
today. 

Kit Juckes. bond strategist 
at NatWest Markets, said: 
“The gilt market will not 
really take off until you get 


World Bank 
issue well met 


INTERNATIONAL BONDS 


By Edward Luce 

The World Bank yesterday 
dipped its toe into the water 
with its first offering since 
the markets went into free- 
fall two weeks ago. An offi- 
cial at Citibank, joint lead 
with Cariplo, J.P. Morgan 
and BCL said the deal was 
increased by LlOObn to 
L300bn owing to "healthy” 
demand from institutional 
investors. 

The bond, which provides 
a combination of fixed-rate 
and floating-rate elements 
known as a "reverse floater” 
bond, offers a coupon of 


11.05 per cent to investors 
for the. first two years 
of the deaL This compares 
with a coupon of 10.25 per 
cent on the last lira-denomi- 
nated “reverse floater” In 
September. 

After two years, the bond 
converts to a floating rate 
coupon of 16 per cent minus 
double the prevailing Libor 
rate. This is designed to 
give investors the incen- 
tive of punting on the possi- 
bility of very low short- 
term floating rates after the 
euro comes into being in 
January 1999. 

“This has been a very good 
post-turmoil debut,” said the 
official- The banker added 


softness in economic data 
and people start pricing in 
rate cuts. If we start pricing 
In lower base rates then the 
curve can continue to be 
pretty inverted and the mar- 
ket can outperform the rest 
of Europe.” 

Data from the Halifax 
house price index showed 
house price inflation of 5.4 
per cent In the year to Octo- 
ber, against 6.9 per cent in 
the year to September. 

Andrew Roberts, gilt strat- 
egist at UBS. said be was 
surprised the market had 
not rallied at the short end 
on that data, which 
suggested asset price infla- 
tion was not as si gnifican t as 
the B ank of England might 
have feared. 

Other European bond mar- 
kets were underpinned by 
bunds and developments on 
equity markets, closing mod- 
erately higher though with 
little real inve stor activity. 
ITALIAN BTPs ended near 
the top of their narrow trad- 
ing range, still benefiting 
from the weekend's agree- 


ment on pensions reform. 

The December future set- 
tled at 111.88, up 0.22. with 
the spread over 10-year 
bunds unchanged at 63 basis 
points. Inflation data show- 
ing the consumer price index 
at 1.6 per cent for October, 
compared with 1.4 per cent a 
month earlier, was seen as 
in line with forecasts, pro- 
viding further support to the 
market. 

SPANISH BONOS also had 
a quiet session, with the 
December future settling at 
10&25, up 0.16. Traders said 
the market was likely to 
trade sideways as it 
absorbed new bono auctions 
due today of 5-year and 15- 
year bo nos. The treasury 
yesterday sold Pta72bn of 
three-year bonds and 
Pta217bn of 10-ye ar bonds. 

US TREASURIES moved 
lower as traders prepared for 
new auctions of Treasury 
issues. By midday the bench- 
mark 30-year bond had fallen 
'/< at 101 iJ. sending the yield 
up to 6.226 per cent The 10- 
year bond was down & at 


101**. yielding 5.923 per cent 
while the two-year note 
inched £ lower at 99§, to 
yield 5.692 pa cent 

US bonds were stronger 
overnight as the Hong Kong 
stock exchange traded lower, 
but prices moved lower in 
morning trading as US 
stocks traded only modestly 
lower. 

“With diminishing volatil- 
ity in stocks, bond traders 
are paying more attention to 
other thing s, like supply,” 
said Kevin Logan, senior 
market economist at Dresd- 
ner, Klein wort Benson In 
New York. Some $14bn in 
three-year notes was due to 
be auctioned later in the 
afternoon, while $11 bn in 
10-year notes should hit the 
market today. The new auc- 
tions continue the trend of a 
diminishing supply of Trea- 
sury issues from previous 
months and quarters. 

A report on leading eco- 
nomic indicators rose 0.2 per 
cent for September, but the 
report had little impact on 
morning trading. I 


New international bond issues 


Borrower m. % % bp 

■ D-MARKS , V 

GECCfl) 300 5.00 10O.14R Dec 2001 0-225R +7WM 96 NovOI ) CSFB«3o«mari Sachs 

EurcAnaCs) 150 4-825 99.7875R Nov 2000 G. 1873ft +9pFM%AugOG?HSeC Tititawa 

■ sterling '• . .' 

Opus Series 1. Class AW* 132 (al.Q 99.92R Jun 2003 0.1 75R - Deutsche Morgan Grenfell 

■ ITALIAN URE O . V ’ 

World Bank* 300X1 Ob) 100.625 Dec 2007 0925 - BO/Canpla/CaibaiWJPM 

CiR IntemationaffcR: IQObn (cl ,8) 100.00R Jut 2002 0.375H - BO/Chase Manhattan Inti 

.'ft. D anish. kroner . : .T'\ Jt'.'. *. . .. ,. r . 

Canada 500 5.7S 101.96 Dec 2004 1-875 - Bank Brussels Lambert 

Fra) terms. non-caBabie unless stated. Yield spread (over relevant government band] at launch suppfied by lead manager, * 
Floating-race note, ft fixed re-offer price; fees shown at re-aflfer level, a) OriQfrntar: HFC Bonk. Legal matutty: 14/WOT. 
Average Ha: 4 X yre. Dates assume extension option exercised, si] 3-mth Libor +10bp, a2) Class & E9m. Ctasa C: £5Vm. 
Subordtated loan: £2 Km. b) 11-05% to 10/12/09, then IB* - 2 x 12-rrth Ubcr. 4 Fungible with L200bn. No accrued. 
CaBabte and puttabie In Jut 00 at par. el] 3-mlh Libor +50bp. I) Long 1st coupon, a} Short 1st coupon. 


that from the borrower's 
point of view, the higher 
coupon was fully compen- 
sated for by the avail- 
ability of higher swap 
rates into US dollars since 
the market slide late last 
month. 

Elsewhere, the secondary 
markets continued to stabi- 
lise although syndicate offi- 


cials said that investment 
banks still had large inven- 
tories of recent bond issues 
on their books. 

In addition, investment 
banks were still unwinding 
positions on their propri- 
etary operations which had 
sustained heavy losses over 
the past fortnight 

“The end-account inves- 


tors are the ones suppor- 
ting the market by snap- 
ping up bargains," said one 
syndicate head. "Investment 
banks are still long on a 
lot of emerging market 
paper.” Officials estimated 
that losses amounted to 
between one and three 
months of investment banks' 
1997 profits. 


Emu ‘set 
to benefit 
high-yield 
sector’ 

By Samw tekandar 


European economic and 
monetary union will favour 
the development of nascent 

markets for European high- 
yield bonds and credit deriv- 
atives, according to Stan- 
dard & Poor’s, the US credit 
rating agency. 

Sum is likely to lead to 
the development of the first 
domestic bond market large 
enough to challenge the size 
of the US debt market, SAP 
also says in a report pub- 
lished today. 

“European financial mar- 
kets have already begun to 
evolve into what many ana- 
lysts believe a post-Emu 
world will look like,” S&P 
says. 

The high-yield debt sector 
should benefit particularly 
from the move to a single 
currency - the euro - as 
European companies turn 
increasingly to the bond 
market to add long-term 
funding to complement their 
reliance cm bank loans. 

Although no substantial , 
rating changes are expected | 
as a direct result of Emu, 
S&P expects a positive over- 1 
all effect on the credit qual- j 
ity of corporate borrower s . 

The transition to the euro, : 
however. Is likely to dial- 1 
lenge a large number of bor- 
rowers, including govern- 
ments straggling to meet 
the convergence criteria set 
out in the Maastricht Treaty 
and banks which will lose 
an important sour c e of reve- 
nues with the removal of 
currency risk. 

S&P, however, is optimis- 
tic that Emu will offer posi- 
tive potential for “well-pre- 
pared firms” and "banks 
that survive the transition”. 
Standard & Poor's Credit- 
Week, No v e mb er 5 1997. 


Derivatives 

trades hit 
fresh highs 
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By Nikki Tail in Chicago 

and Samar tekandar 
bi London 

Volatility on world financial 
markets last month gave a 
huge boost to derivatives 
markets, with trading vol- 
umes on the leading 
exchanges lifting records. 

The Chicago Board of 
Trade regained its world- 
wide lead, which was tempo- 
rarily seized in September by 
the London International 
Financial Futures and 
Options Exchange. 

The CBOT yesterday said 
it had traded 28.6m contracts 
in October - up 53 per cent 
on the same month last year 
and almost 49 per cent 
higher than September. 

Financial derivatives saw 
the sharpest increases. Trad- 
ing in US Treasury bond 
futures was up 84.1 per cent 
on October 1996, with 12.5m 
contracts changing hands. 

The CBOT’s new Dow 
Jones futures contracts, 
however, put in a more mod- 
est performance, in spite of 
the huge marketing effort 
which surrounded their 
launch. During the month, 
just over 300,000 contracts 
were traded, for an average 
daily volume of 15.970 con- 
tracts. 

Earlier this week the Chi- 
cago Mercantile Exchange, 
the second largest of the Chi- 
cago derivatives exchanges, 
also announced a sharp rise 
in trading volumes for Octo- 
ber, at 22.9m contracts. This 
figure beat the previous 
record of 20.2m contracts set 
In May 1994. and represented 
an increase of 55 per cent on 
levels of a year ago. 

The surge in activity also 
spilled over into the 
exchanges’ computerised 


after-hours systems. Trading 
on the CME’s Globes system 

totalled a record 734,374 con- 
tracts, while business on the 
CBOT's Project A trading 
system rose to a new high of 
950,646 contracts. 

In London. Lille set a 
record of 25.7ra contracts. 
With 181.8m contracts trad- 
ing in the first 10 months, 
Liffe surpassed its 1996 
record. The exchange also 
had its busiest day ever on 
October 9. trading almost 2m 
contracts in a single session. 

Liffe attributed the rise in 
volumes to uncertainty oyer 
European monetary union 
and last week's turmoil in 
the financial markets. 

In continental Europe, 
Frankfurt's Deutsche Ter- 
minborse traded a record 
13m lots. 33 per cent ahead 
of tlie previous month and 
up more than 90 per cent 
year-on-year. 

Matif. the French deriva- 
tives ex ch ange, had its busi- 
est October with 7. Tin con- 
tracts traded. Volume in the 
Pibor three-month interest 
rate contract was up almost 
50 per cent with t.7m con- 
tracts traded. 

• Trading on the DTB was 
suspended for more than 30 
minutes yesterday, due to 
problems with computer 
hardware. An exchange offi- 
cial said trading had stopped 
at about ipm (Frankrurt 
time* and resumed at 
1.40pm. 

Separately. DTB 
announced it was launching 
the first futures contract on 
implied volatility. The Volax 
future will allow traders to 
bet on - or protect them- 
selves against - sharp 
changes in the expected vol- 
atility of the Dax index of 
leading German shares. 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 

Red BU BkJ Dayd^Wkchg Month Year 

Not 4 Dale Cot<>on PWca Yield yWd y**3 chg ytd chg yfc) 

AusMa 03/99 8X50 IQ 1.6072 4.94 *002 *0.12 +023 -1.47 

10/07 10000 128.7358 8X8 +0-03 *022 *003 -1,26 

Austria 09/99 7.000 1042600 4J58 -001 -0.03 +0.30 *004 


-0.03 *000 +004 



07/07 

SiB5 99.6800 

5.66 

-002 

-0X4 

+0X1 

-040 

Be/glum 

mm 

7JXJQ 163£5QG 

417 

-003 

-0.04 

+039 

+001 


03/0/ 

62S0 103.8200 

5.74 

-0X4 

-0X4 

+0X5 

-040 

Canada 

03/96 

4000 999600 

4JJ3 

*0X3 

+0X3 

+0X7 

+0X2 


06417 

7^50 1123500 

5.55 

+0X1 

+0X1 

*0X5 

-075 


12/99 6000 1020000 

11/07 7000 106.1600 

01/99 71000 107.4850 

04/06 7350 1084810 

11/99 70001040200 

TOW 6.750 108.1800 

10/07 5000 99.1300 

10/25 6.000 07.0300 

OS/99 3.500 98*700 

07/04 8.790 1078800 

07/07 8.000 102X900 

07/27 6.500 103X000 

04/99 6-250 101.0900 

08/06 8-000 112.7500 

05/00 6000 101 .4700 

05/02 6-250 102-3800 


4X3 -0-02 - *030 *034 

832 -O01 -Oh* 4034 -031 

5.60 -am -am *020 -oaz 

6-23 -032 -004 *030 -0-81 

539 -ad -007 - -034 

em -om -om *021 -ase 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRBICH BOND FUTURES (MATIF) FFrSXWXM 



Open 

SeO price Change 

High 

Low 

Est voL Open Int 

Dec 

98.96 

08.06 

+0X8 

08X8 

08.7B 

82.779 

102X01 

Mar 

98X4 

0842 

+0X8 

98.44 

98X4 

2.707 

0X81 

Jun 

97,80 

98X0 

+0X8 

97X0 . 

07X0 

2 


LONG TBIM FRENCH BOND OPTIONS (MATIF) 


Strike 

Price 

Dec 

- CALLS - 
Jan 

Mar 

Dec 

- PUTS “ 
Jam 

Mar 

07 

1X0 

. 

- 

0.13 

- 

0.75 

08 

0X9 

0.86 

1X6 

0X2 

0.72 

1.13 

90 

0.41 

- 

0.7-8 

0-73 

- 

1X4 

100 

0.12 

- 

044 

144 

- 

- 

101 

0X3 

0X5 

0X2 

2X4 

- 

- 


Esl nl we Cato 10.820 Pus 11208. Pnwtta toy'll open W , Cato 72.180 Pin 81X33 . 

Germany 

■ NOTIONAL GBWIAN BUND FUTURES (UFFE)‘ DM250.000 IQQtha of TOOK 
Open Sett price Change High Law EbL voi Open InL 
Doc 102.44 102.62 +0.17 102.65 102X8 95256 25B584 

Mar 101.81 10131 +0.18 10137 10130 1472 11738 


■ BUND FUTURES OPTIONS (UFFE) DM250JX30 parts of 10096 



07/07 

6.750 104.4800 

6.13 

-0x2 

-0X7 

+0.12 

-1X8 

Strike 

— — 


CALLS - 




PUTS — 



11/26 

7X50 107X000 

6X4 

-0X2 

-0X6 

+0X4 

-2X6 

Price 

Dec 

Jan 

Fab 

Mar 

Dec 

Jan 

Fob 

Mar 

Japan 

06/99 

4X00 1069500 

048 

_ 

_ 

-0.04 

-0X8 

10250 

0.52 

0.49 

0.70 

0X8 

0.40 

1X8 

1X9 

145 


12/02 

4X00 117.8100 

1X3 

-0x1 

-0X1 

-0.14 

-0.64 

10300 

0X8 

0.31 

0X1 

0.86 

0X8 

140 

1.60 

1.78 


09(05 

3.000 109.6800 

t.aa 

- 

- 

-0.17 

-0X4 

10380 

0.13 

0.19 

0.37 

0X0 

7X1 

1.78 

. 1-« 

2X9 


03/17 3-500 115-9200 

Nethertanrie 06/99 7.500 104.740Q 

02/07 5-750 101.1900 

New Zeeland 02.00 6300 99.13BB 

11/06 6.000 1063246 

Neramy 01/99 9000 1002300 

01/07 6.750 1005500 

Portugal 03/99 8500 104.4204 

02/07 6325 104-0306 

8peto 07/09 7.400 104X587 

03.07 7350 109.4337 

Sweden 01/39 IIOO0 1063760 

08/07 6300 111.3210 

Switzerland 03/99 4000 1023800 

06/07 4-SOO 107.1600 

UK 08/99 8300 963158 

11/04 a 750 100.6718 

12.07 7.250 1053313 

06/21 8300 118.1250 

U8 07/39 5375 100.1880 

05/04 7350 1073160 

08/07 6.125 101 .4080 

08/27 6-375 1018750 

ECU 03/99 5.000 1004000 

04/07 5300 98.0500 

London ckwnp 'Net* York ned day. 

Y*tts.- Local nokat BtantoRl/AnninkMd vWd bn 
tax at 123 per cere payable by nonresidents. 


SawtXE Mereedn Data/FT taftnrngUon 
. YMto Shawn hr Italy excfcito wknhaUno 


10 YEAR BENCHMARK SPREADS 

Spread Spmad 


Spread Spread 


Nov 4 

*WI*J 

Yield 

u» 

Bunto ' 

-0.48 

r-Sonoa 

-0.11 

Awtna 

5X6 

+006 

-029 

B*mw"i 

5.74 

-C 14 

-021 

Cauda 

5X5 

-005 

-040 

Denmark 

aie 

+0X6 

+0X1 

Rntand 

5.70 

♦019 

-0.18 

Pianoo 

5X1 

-0X1 

-034 

Qetmanv 

5.60 

- 

-035 

tretfad 

6-08 

+0-48 

+013 

Italy 

8.13 

+0.53 

+018 

Japjn 

ixa 

-332 

-4X7 

Nstfmlanto 

55« 

-002 

-037 


Bid 

YMd 

VB Vi 

Binds T-Bondi 

639 

+1X9 

+074 

5X1 

+021 

-ai* 

6X4 

♦044 

+009 

6X8 

+040 

+005 

6-40 

+0BQ 

+043 

3X0 

-2X0 

-235 

660 

+Dxa 

+081 

5X5 

+03S 

- 

6.77 

+017 

-018 


a Data/FT Hu i m flon 
New York dotfng. 


EMERGING MARKET BONDS 


Now 4 
■ EUROPE 


Red S & P Bid 

ctote Coupn Rating price 


Day's Mth'a Sprd 

Bid ctige cftge vs 

yield ytd ytd US 


Croatia 

02/02 

7.000 

BBB- 

95.3561 

830 

+0X5 

+1.05 

+240 

Poland 

07/00 

7.750 BBB- 

102.0128 

8X1 

+0.18 

+0X2 

+0.75 

Russia 

11/DI 

9X50 

BB- 

06.8812 

10X2 

-038 

+2.17 

+444 

■ LATIN AMERICA 








Argentina 

01/17 

11375 

BB 

07X108 

11.86 

-0.40 

+238 

+5.58 

Brad 

11/01 

BX73 

BB- 

1004047 

6-75 

+0X4 

+1.04 

+2X7 

Mexico 

01/07 

9X75 

B8 

102.1154 

9.52 

-041 

+1.12 

+3X7 

ft ASIA 









CWra 

07/06 

7.750 BSB+ 

102.7540 

7X0 

-0.14 

+041 

+1X8 

Philippines 

10/16 

8.750 

BB+ 

87.7841 

1022 

+003 

+1X1 

+4.16 

ThaSand 

04/07 

7.750 

A- 

88.6881 

9X8 

+0.04 

*2X9 

+4X3 


■ AFRtCA/MDDLE EAST 

Lebanon 07/00 9.125 B8- 

South Africa 12/99 9.625 BBf 

Turkey 05/02 10.000 B 

■ BRADY BONDS 

Argentina 03/23 5300 BB 

Brad 04/24 5X60 B8- 

Mtooco 12/19 5250 BB 

Vanaaiefa 03/20 S.750 B+ 

London dorins- PrMM h US*. 

SuntonJ & FW# ratings. 


1013930 8-29 +036 +0.69 +233 

1043248 7.11 +020 +049 +1.41 

98X469 1034 -038 +139 +433 

68.7660 9.14 -0.36 +1.13 +239 

67.0342 030 +0.02 +0.99 +3.10 

81.6087 8.04 +0.03 +036 +1.04 

8434 70 B-31 -0.12 +037 +230 

Bourne: Wttetwe Data/FT Wum i nUun , 


EM. voL total. CaSa 15368 PuH 2367ft PnMous Oaf* open InL. Cato 233474 Pub 278333 


■ NOTIONAL GERMAN BUND IBOBLJ FUTURES 
(DTB] DM250.000 lOOtte Of 100% 

Open Sett price Change High Low Eat vd Open InL 
Dec 103.81 103.60 +002 103.69 103-35 108X67 293X10 

Mar 1Q2X4 102.92 +0.03 102.95 102X2 2X12 29.101 


Italy 

■ NOTIONAL ITALIAN QOVT. BOND (BTP) FUTURES 

(UFFq- Ura 200m IQQtha cl 10095 

Open Sea price Change High Low Est vol Open Int 
Deo 111.68 111-88 +032 111.02 111.65 29506 110744 

Mar 111.00 112m +028 112.03 111X0 246 1976 

■ ITALIAN QOVT. BOND (BTP) FUTURES OPTIONS (LFFE) UreSOODi lOnhBOl 10054 


Strike 

Prica 

Dec 

■ CALLS — 

Mar 

Dec 

■ PUTS 

Mar 

11150 

0.72 

1.84 

034 

1.13 

11200 

0.44 

137 

0.56 

138 

11250 

0X4 

1.11 

nan 

1X0 


Est rat tut* Cato 4850 PUS 3404. Pnndoun toy's open M- CBM 131880 Rita T2WI4 

Spain 

■ NOTIONAL SPANISH BOND FUTURES (MBT) 

Open Sett price Change Wgh Low EsL voi. Open fnL 
Dec 103.16 103.25 +0.17 103J26 10305 39^80 94.490 

Mar - 102-67 50 


■« ■ NOTIONAL UK GILT FUTURES (LffTET E50.000 32nda of 100% 

^ Open Sett price Change HSgh Low Est vd Open Int 

B Dec 118-16 1181-16 +4W13 118-18 118-10 72104 161710 

a Mar 116-27 11002 +009 11003 116-27 24543 35860 

B 

" ■ LONQ GILT FUTURES OPTIONS (UFFQ BSOJOO 641118 ot 1 0096 


Softs 

Price 

Dee 

Jen 

CALLS - 

Fab 

Mar 

Deo 

Jan 

PUTS — 
Fob 

Mar 

118 

1-01 

1-54 

2-11 

2-31 

0-33 

0-50 

1-07 

1-27 

110 

0-33 

1-17 

1-00 

1-68 

1-01 

1-13 

1-35 

1-64 

12D 

0-16 

0-52 

1-10 

1-28 

1-48 

1-48 

2-06 

2-24 


EbL «oL totri. Cato 3121 Pua a lYrMny Oaf* open InL Cato 60957 Put* 771 TG 


Ecu 

■ ecu BOND RTItmES (MATiq ECUIOOjaOO 
Open Seaprica Change High 
Dec 07.80 9738 +0.18 8806 


Eat voL Open InL 
1^44 6J940 


■ US TREASURY BOND FUTURES (CB7j 8100J0Q 32ndfl Of 100% 



Open 

Latest 

Chaige 

High 

Low 

Est vof. Open kit 

Dec 

117-20 

117-18 

-0-06 

118-01 

117-17 

285X72 608.790 

Mar 

117-18 

117-10 

-0-05 

117-21 

117-08 

2,752 

75,105 

Jui 

- 

117-03 

- 

- 

- 

905 

11X45 


abqMUl 

■ NOTIONAL LONG TERM JAPANESE QOVT. BOND FUTURES 

(UFFE) YIQQm IQQtha of 100% 

Open Close Change High Low Eat vd Open w. 
Dee 13a 60 13084 130.54 1474 na 

Mar 128.76 129.37 120.70 ffir na 

* UFFE futures tog meed on APT. fli Open mnratt Kgs. are pravtow day. 


US CORPORATE BONDS 


GECC 
Banc One 
US Weal 


WMXTech 
Wal Mart 
Dayton Hud 


BMflGHYIrtJ) 
Stone Coni 
AKSU 
Pacaita 


Rad 


SAP 

Bid 

Bid 

data Cotton Rating 

price 

ytafef 

-. v 

' • ”• 


: 


07/02 

725 

AA- 

104.1308 

021 

08/25 

7X0 

A+ 

084470 

7.12 

05/08 

8X0 

B88 

108X431 

6.70 

* ' 



n- ',-.. ,' + ■. 

. 

I,'--. ; 



1 : J.' i‘ : : 


05/07 

8.75 

AAA 

116.8521 

6X6 

08/02 

725 

A+ 

104X583 

624 

01/07 

7X0 BB8+ 

102.7634 

6X8 

k+U. 



■ 


04/09 

625 

A- 

100X080 

623 

05/02 

B.75 

AA 

102X821 

8.16 

08/21 

9.70 BBB+ 

127X224 

721 

,+.: 

'V •' 

+ % ^' 


V • - 

04/07 

7.14 

N/A 

107X030 

ato 

03ff» 

7X0 

N/A 

103.7093 

a7a 

02/18 

8X5 

N/A 

126X702 

6X3 

08/06 

8X5 

N/A 

118.7382 

6.10 


■.V: 

V 

/. 

\ J. £. 

02/DI 

9X8 

B 

101.7500 

0X0 

12/01 

9.13 

BB- 

104X000 

0X0 

06/04 

10.75 

B- 

96.0000 

axo 


Mth'a Sprd 
chga v 
ytd Govts 

■r—’.w.fiv- • 

...I .v. 

-aio +ojo 

-OJ38 +0.96 
.-ai2 . +037. 

r ii . 

-0.15 +054 
-ai3 +053 
+0.03 +106 

+0.14 +063 
-009 +046 
-007 +107 


New York doatig. 

Standnd A Poar'a ratings. Ytakto awnHanud beate. 


: htencara OwariT mteinaaon. 


US INTEREST RATES 

Latest 


MmanB 

War Ion rata — — 

Ml nth 

FMLbndiat UananUan 


UK BONDS 


On matt . 
Bb Taonntt. 
7U Unaonatti 
5* Strwift_ 
Oh par 


Treasury QDs and Bond YMds 

- Tmysv 

—...... - Ihrae jrw 

524 Fhe jwr 

534 19-yadr 

542 30^BBf 


FTSE Actuaries Govt. Securitiss 

Price Imfloaa Tue Day's Mon Aco 

UKQHto Nov 4 change % Nov 3 Intel 


4 Irredeemables (4) 

5 AM stocks (47) 


6 Up to 5 yens (Z) 21080 002 21075 056 6.00 

7 Over 5 yeore(10) 214.74 004 214.64 521 

8 AH stocks (12] 213-25 004 213.16 143 S26 

AmwBQm fli c aa ratorapdan ytoto are ahum above. Coupon Bands Low: tm-WW; M 


INTERNATIONAL BONDS 


Nov 4 

Red 

date Coupon 

S&P 

Rating 

E*d 

price 

Bid 

yw 

Day's 

ctige 

yw 

Mth'a 

chge 

»w 

Spread 

V 

Govts 

ft EiftODU '. 
ES 

02/07 

S.750 

AAA 

100X500 

870 

-0.02 

+0X4 

♦aio 

Spain 

01/07 

5.750 

AA 

90X900 

876 

-003 

+026 

+0.16 

Ptflp Marts 

03AM 

5X75 

A 

981711 

5.72 

-0X1 

+021 

+0.40 

ABN Amro FHN 

03015 

3X26 

rVfl 

00X016 

858 

-0X2 

*0X1 

MJ.13 

■ «ROrt!R 
Austria 

01/04 

5X00 

AAA 

i 

8 

836 

-0X3 

+0X1 

+0.05 

Abbey Nat 

02/04 

8X00 

AA 

102.8700 

844 

-0X1 

+OJ1 

+0.13 

Cred Fancier 

02/04 

0.125 

A 

117.4400 

6.73 

-0X3 

+0X6 

+042 

Abbey Nat FRN 

oa/06 

4X10 

AAr 

100.4057 

4.45 

-0X3 

+0X3 

-1.06 


" 



•.. . 




BB 

02/07 

7X00 

AAA 

1087000 

6X3 

- 

+0X2 

-0.10 

Abbey Nat 

02/02 

6X00 

AA 

1089000 

874 

-0.01 

+0.14 

+0.10 

WWtDtensy 

08AM 

6.625 

A 

1087200 

877 

-0X2 

+0.03 

+0,40 

Abbey Nat FRN 

03/07 

8X00 

AAr 

101.7318 

7X0 

-0X5 

+0.75 

+1X7 

rft.BUROE- 

BB 

12/07 

7.825 

AAA 

105.1978 

0X9 

-0.02 

+0.44 

+0X3 

OraadrwBk 

12/07 

7.750 

AA 

103.1140 

7X0 

+0.14 

+0.46 

+0.74 

BBS 

01/07 

8X75 

A+ 

106X045 

7M0 

-0.01 

+0X9 

+0.84 

Abbey Net FRN 

02AM 

7AOO 

AA 

08X386 

870 

+0.01 

♦0X4 

+0X2 

"ft EURO S ■ ,* 
BB 

04/07 

7X50 

AAA 

105.9128 

6X9 

+0X4 

+0X5 

+0.44 

ABN Amro 

08/07 

7.125 

AA- 

102X066 

870 

+0.01 

+0.13 

+0.75 

Owbac 

01AJ7 

7X00 

A+ 

102X333 

867 

+0.01 

+0.11 

♦0.72 

Ctecorp FRN 

02AM 

6.781 

A+ 

09X771 

5X0 

-0X2 

*0X7 

+0.03 



* . I 


.. 





Bayer L-Bk 

08AM 

0x00 

AAA 

120X019 

5.78 

+002 

+0X7 

+0.17 

Toronto 

05AM 

8500 

AA* 

114X827 

5X9 

+0.01 

+0.13 

♦0.08 

Bsfl Canada 

07/0B 

10X25 

A+ 

108X943 

4.97 

-0X2 

+0.41 

+0X6 

Deutaahe B FW 

08AM 

5X75 

AAA 

102.0006 

5M0 

+0X2 

+0X7 

-0X5 


v 

" f 



- / 




|Hf rM + < -l QnpL 

WWW 

03AJ2 

8250 

AAA 

1174800 

1.14 

_ 

-a 03 

+0X7 

Spain 

03/02 

5.750 

AA 

119X500 

1.19 

_ 

-0.05 

+812 

CradFoncter 

08AM 

4.rao 

A 

114X056 

1X8 

-0X2 

-0.12 

+0M9 

Italy FRN 

07/99 

0X94 

AA 

1084314 

0X8 

- 

+0.12 

-0X0 


jtotedah t SouRte: ktoracaw Data/FT Monnaian 

Standwd 8 Poort itonga. YMto: Local ntahei etoXtoRV/Vwuatoad baUv 


UK Indices 


Mon 
Nov 3 

Accrued 

Intereet 

xd 04. 
ytd 


-Low coupon yiaM - 
Nov 4 Nov 3 Yr. ana 

119X7 

2X9 

8X7 

S yre 

863 

802 

7X2 

157.70 

3X0 

9X3 

15 yre 

855 

856 

7X3 

189.48- 

4XS 

8.77 

20 yro 

866 

858 

7.93 

229X0 

811 

9X0 

hrad.t 

6X3 

864 

7X7 

150.78 

3X3 

9X0 






— Wtatlon 6% — 
Nov 4 Nov 3 Yr. ago 

Up to 5 yre 3.16 3.16 3.17 
Over 5 yre 3.11 3.11 3.60 


— Mtatkm 10% — 
Nov 4 Nov 3 Yr. ago 

2-4S 2.46 2.52 
2-91 2.91 3.40 


FT Faced Interest Indices 

Nov « Nov 3 Oct 31 Oct 30 Ott29 Yrajo Heir Levy’ 

Govt Sees. (UK) TOOiTI 9032 10019 10009 89.81 9376 101 S3 63S1 _ __ 

O Free tntamtoanW LftJ 1007. M ritfm rasenad. * far 1007. B o vana nw a Sacuofae Noti afaca conaptoltair 12740 OB/OU3EL lew «.10 (03/01/79.1 
cornp to tfarr I31S7 P1OT/WJ. )Cw50X3 &&BV7S. Bnk 100: Goramrmnt SewMss ISnO/26 m3 FMd Inftmr 1BBS. SE atJMty Mas 1074. 


: BTfalOUTt ttot UN and ovar. t Hat yWd. yto Yatr to tote. 


M»4 Nov 3 0031 Oct 30 Oct 29 Yray Ugh- Low 

Haodiotanost 132.36 132^2 132^2 132.76 132.40 115-38 133 54 Ms.32 
17 740 v omwo KM 40.10 (tEVOir^ FbWd hM 


UK GILTS PRICES 
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CURRENCIES AND MONEY 


Yen suffers in wake of Asian turmoil 


MARKETS REPORT 


By Simon Kuper 

The yen yesterday slumped 
to its lowest point against 
the D-Mark since May, hit by 
feats over Japan's finam-iai 
sector, the recent slides in 
south east Asian markets, 
and by Europe’s nascent eco- 
nomic recovery. 

Monday’s failure of Sanyo 

Securities, the Japanese bro- 
kerage, continued to weigh 

on traders' mlnfo 

The D-Mark was buoyed 
against the dollar by Rus- 
sia's rescheduling of J25bn 
in debt with the London 
Club of international credi- 
tors. A greater share of the 
debt is to be denominated in 
dollars, and traders said Rus- 
sia sold dollars to the mar- 
ket yesterday in order to 
hedge this portion of debt 

The onshore Thai baht 
lumped nearly 6 per cent 
against the dollar after 
Chavalit Yongchaiyuch, 
Thailand's prime minister, 


said he would resign tomor- 
row. The. market behoves 
that the country is now 
more likely to take action to 
tackle its economic prob- 
lems. The Indonesian rupiah, 
which jumped nearly 9 pa 
cent an Monday t frenfra to a 
$40bn international rescue 
package and concerted mar- 
ket intervention, fell back 
just 2 per cent yesterday. 

The 4 per emit fall In the 
Hong Kong stock market 
yesterday barely dented 
south-east Asian currencies. 
But the South Korean and 
Taiwanese central banks 
both had to intervene to sup- 
port their currencies. 

The foreign exchange mar- 
ket Is no longer tracking the 
hour- by-hour moves in 
global stock markets, as 
nerves recover after last 
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week's equity slides. 

The D-Maik jumped YL24 
to close in London at Y7D.S1 
against the 1 yen. it gained Lb 
pfennigs egyriTHtf the dollar 
to DML72L -The dollar rose 
Yl.l against the yen to 
Y1ZLB, but faces stiff resis- 
tance at Y122 and at Y123. 

■ The D-Mark seems to be 
emerging as the market’s 
f avo urite of the Big Three 
currencies in the wake of the 
Asian crisis. Goldman Sachs 
paints out that about 40 per 
cent of Japanese exports go 
to the rest cf Asia, while the 
US sends about 30 per cent 
of its exports, to Asia includ- 
ing Japan. European econo- 
mies are far less vulnerable 
to a slowdown in Asia, the 
hank says. 

It also notes that Ameri- 
can dependence on foreign 
markets has grown since 
1990, with US exports having 
risen from 9 per cent of gross 
domestic product then to 
more than 13 per cent now. 

- The dollar will suffer at 


Yen 



least as much as the yen, 
possibly more”, from the 
Aslan downturn. Goldman 
Sachs concludes. 

■ The emerging markets' 
currencies crisis is changing 
shape. South-east Asia has 
been breathing more easily 
since Friday, as first Indon- 
esia now Thailand seem 
to have begun trying to 
tackle their probleros. 


Desmond lachman, head 
of emerging markets 
research at Salomon 
Brothers in New York, said: 
“There was quite a big turn- 
around with the Indonesian 
package. It was a lot larger 
than anyone had thought. 
And the content seemed to 
be in the right direction, 
going Into areas like bank- 
ing sector reform, the 
monopolies, the car project” 
Indonesia has also impressed 
markets by moving to close 
16 troubled banks. 

Mr Lachman said Hong 
Kong's vigorous defence of 
its currency bad further 
buoyed sentiment in the 
region. 

The focus of speculative 
attacks, he said, had now 
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shifted to north Asia, partic- 
ularly Korea. The Brazilian 
real was also still in trouble. 
Peter von Maydell. senior 
currency economist at UBS 
in London, added: “The 
weakness is only just begin- 
ning in north Asia.” 

■ Goldman Sachs, whose 
power to move medium to 
minor currencies is notori- 
ous. says it has become more 
bearish on the Australian 
dollar, the New Zealand dol- 
lar. and the Greek drachma. 
It has slated the first two for 
the drop because the Antipo- 
deans export heavily to Asia. 

The drachma's peg to the 
ecu survived large bond- 
driven outflows last week. 
But Goldman says that 
Greece, like Italy before 1992. 
is trying to achieve macro- 
economic stability through 
an exchange rate anchor, 
leaving fiscal and monetary 
policy too loose. That 
boosted the real exchange 
rate 17 per cent between Jan- 
uary 1993 and May 1997. 
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(HKS) 

7.7340 

-0.001 330 - 350 

7.7380 

7.7330 

7.8215 

-135 

7584 

-75 

6109 

-45 

- 

India 

(ft) 

36.3550 

-0X1235 300 - 800 

363820 

363300 

- 

- 

- 

- 

- 

- 

- 

Israel 

(SI*) 

30416 

+0.0125 367 - 465 

3S5P7 

35303 

- 

- 

- 

- 

• 

- 

- 

Japan 

(Y) 

121060 

+1X17 020 - 000 

121.930 

121.250 

12151 

64 

12021 

54 

115415 

63 127.0 

Malaysia 

(MS) 

32823 

+0.057 775 - 870 

32870 

3-2250 

3.2928 

-35 

35158 

-4.1 

34373 

-4.7 

- 

New Zealand 

(N2S 

10960 

+0X1148 954 - 967 

1-5967 

1-5854 

15991 

-25 

15045 

-2.1 

1.6233 

-1.7 

- 

Ptiflppines 

(PkxH 

34.7900 

-041 400 - 400 

35.4000 

34.5000 

863785 

-205 

38.129 

-154 

39.7835 

-144 

- 

Saudi Arabia 

(SR) 

3.7507 

-0X3831 505 - 508 

3.7500 

67505 

37511 

-0.1 

3.7518 

-0.1 

3.755 

-0.1 

- 

Singapore 

(SS 

10635 

+0X1215 625 - 645 

1.5680 

1S410 

15665 

-25 

15655 

-05 

15575 

04 

• 

Sraith Africa 

(R) 

40280 

+0.043 263 - 2B5 

4 .8295 

4.7900 

4.8667 

-85 

4S376 

-8.1 

6215 

-60 

- 

South Korea 

(Won) 

961 ODD 

-as ooo - ooo 

970.100 

956000 

- 

- 

- 

- 

- 

. 

- 

Taiwan 

(IS 

30.7145 

-0517 000 * 290 

31-2400 

30.0900 

367255 

-a4 

30.747 

-04 

30527 

-04 

- 

Thaiand 

m 

38.7000 

-2.25 000 - 000 

402000 

364500 

38.7575 

-IS 

39X16 

-3.7 

415 

-65 

- 


T SOR me per $ tor Nov X aufeOar ipreoda h ihe Dote Spot labia show only nw bast mm dectnwJ phees. Rnunl rates are not (Needy 
Quoted to too maria* but are ImpBetii by cunera Interest rates. UK, bofcaid A ECU are Quoted in US ctsiency. iP- Mapre nominal ndees Nov 3: 
Brea ovareoa 1990-100. 

The m Jw i gi ram printed In the tea mv tire avaaawa on the Mamet at MtpdAs**v.Fr-oMn 


WORLD INTEREST RATES 


MONEY RATES 

Norrenber 4 Over 

ngtn 

One 

month 

Three 

mths 

Sts 

mths 

One 

year 

Lomb. 

ate. 

Do. 

rate 

Ropo 

rate 

Belgium 

3k 

33 

35 

4 

4V, 

600 

2.75 

_ 

Franca 

3* 

9fi 

3? 

31i 

4i 

350 

- 

4.75 

Germany 

3% 


33 

3™ 


450 

350 

350 

Ireland 

6U 

6V< 


53 

5S 

- 

- 

675 


SS 

62 

Si 

Si 


7.75 

625 

602 

Netherlands 

31k 

3=te 

as 

3Q 

«A 

- 

2.75 

350 

ft.Jr ■ netnnrtl 

awKzsnana 

lie 

11a 

13 

z 


- 

1X0 

- 

US 

SJ 

5S 

5-2 

S3 


- 

5.00 

- 

JapK 

« 

a 

N 

i 

S 

- 

050 

- 

■ S UBOR FT London 








1+ j ■ ■ .-|f r-i— i— — 

muonnem nxms 

- 

SS 

SL 

5S 

53 

- 

- 

- 

US DaBar CDs 

- 

5.46 

5.49 

551 

5.66 

- 

- 

- 

ECU Un*ed Da 

- 

4w 

4a 

«U 

4*2 

- 

- 

- 

8m Linked Da 

- 

3% 

3% 

33 

ay 

- 

- 

- 


S USOH Mariteih hung rates are oHared rates fe» 810m Quoted la tha mote bv lour 
terenoa borta at 11am each waning chy. The banka an Bankart Trust Bark of Tokvtt 
Utmtehi, Baretoyt and NaOotui Wscumaor. 

US] nan Mto shown lor the donate Money Ram. UBS COs. ECU S 50fl Lowed DopaMs IDv 


EURO CURRENCY INTEREST RATES 

Nov 4 Short 7 days One Three Six One 

term notice month morons months >nar 


Belgian Franc 

315 - 

3$I 


■33 

3% 

34* 

3^a 

■3* 

4ft 

315 

4*4 

-4lj 

Danish Krone 

Si!- 

3b 

3U 

■31« 

2\ 

2h 

4 - 

3% 

4ft 

4ft 

4ft 

4ft 

German Mark 

3*4 - 

3% 

3.*. 

3 li 

m 

311 

3% 

- 34 

311 

311 

4ft 

4,4 

Dutch Gutter 

3*z - 

3 IS 

313 

3U 

3*2 

3U 

3il 

-315 

3to 

all 

4 - 

3S 

French Franc 

3ft- 

3ft 

3ft 

3li 

3lj 

31? 

3i! 

-3ft 

3ft 

3(2 

4ft 

4ft 

Ponugueee Esc. 

Sli- 

blS 

bU 

■5B 

81; 

513 

5» 

- 5ft 

5U 

5ft 

5ft 

5ft 

Spanrah Peseta 

5ft 

- 5 

5ft 

■5ft 

5*8 

5ft 

5>a 

-5,ft 

5ft 

- 5 

4S 

J ? 

Sterling 

7ft- 

7ft 

7ft 

■7ft 

7ft 

7ft 

7l> 

- 7ft 

?L* 

“il 

•i« 

1 1« 

Swiss Franc 

iH- 

ih 

111 

■ 1ft 

1* 

1*8 

lb 

- Ili 

3ft 

iS 

2ft 

3ft 

Canarian Doftar 

3*B - 

&2 

311 

• 3ft 

3(3 

3Ji 

4 - 

3 ? B 

4ia 

4ft 

4,*. 

4ft 

US Dcfiar 

&- 

5JS 

sh 

■ 5*2 

5*8 

5ft 

51+ 

-5(1 

5ft 

sS 

5ft 

sli 

hater Ufa 

61. - 

6>2 

6% 

■ 6fl 

6?« 

fiii 

62 

- 81; 

6ft 

6ft 

5Si 

51S 

Japanese Yen 

il - 

h 

»2 

- il 

»2 

*8 

IS 

- h 

1- 

% 

il 

>1 

AsartSSmg 

3 V 

- 3 

J*. 

■ Jlj 

4V 

-»i; 

4* 

■ 41; 

4% 

4*2 

4*J 

-4lj 


Shan torn rates ore cat lor me us Dote ana van. omens, two nays 1 none® 

B THMBS MOKYH HBOfl FUTURES IMAURPana liaertunk offered rate 



Open 

Settpnco Change 

High 

Lew 

Eat voi 

Opon an. 

Dec 

9623 

9655 

+0.02 

9626 

9623 

11.268 

48.878 

Mar 

9696 

9597 

+0 to 

95 98 

95 95 

6,600 

47.425 

Jui 

9672 

9574 

+0.02 

95.75 

95.72 

73 

31.136 

■ TWOS MONTH EUROMARK FUTURES (UFF0* DM 1m pomts ot 100 n u 


Opon 

Sett price Change 

High 

Low 

Em. voi 

Open ml. 

Dec 

9624 

9625 

+0.0? 

9626 

9624 

37171 

309978 

Mar 

95.99 

96 00 

+0 01 

96X11 

95.98 

39772 

326952 

Jut 

9677 

95.76 

- 

95 78 

95.75 

23429 

286343 

Sep 

9568 

55.57 

- 

9569 

9656 

14967 

197906 

■ ONE MONTH EURO MARK FUTURES lUFFET DM3m mania ot 100^. 


Open 

Sett price Change 

Htgh 

Low 

Ert. vot 

Open int 

Nov 


98.50 

*001 



0 

148 

Ok 


9623 

+0.01 



0 

6109 

Jan 


9631 

+001 



0 

200 

Feb 


9619 

+0X11 



0 

50 

■ THRU MONTH EUKOURA FUTURES IUFFE1' 

’ li ooom prams of t0o% 


Open 

Sett price Change 

High 

Low 

Est vol Open ini 

Dec 

9673 

93.72 

- 

93 73 

9370 

6157 

108991 

Mar 

9445 

9445 

- 

94.48 

94.45 

6126 

106125 

Jun 

94.94 

94.94 

+0 02 

94.96 

94.33 

6039 

108527 

Sep 

95 07 

95 07 

+0.02 

9609 

95 06 

3625 

65219 

■ THREE M0N1N EURO SWISS FRANC FUTURES (UFFB SFrlm panto ol 100.9 


Open 

Sett price Change 

High 

U>w 

Est vol 

Open int 

Dec 

98.00 

97.98 

-0.0T 

9601 

97.96 

5714 

76825 

Mar 

97.80 

97X11 

+601 

97.83 

97 79 

4219 

50823 

Jun 

97.59 

97.60 

+0X12 

97.61 

97.58 

2931 

33268 

Sep 

97.40 

97.41 

+602 

97.42 

97.39 

2650 

18526 

■ THRU MONTH EUROYEN FUTURES (LJFFE) YlOOm poWa of 100% 


Open 

Sen price Change 

High 

Low 

EsJL vol 

Open int 

□ec 


99.48 

-601 



0 

ru 

Mar 


99.46 

-0.02 



0 

na 

Jun 


99.42 

-0.01 



0 

rvt 

■ THREE MONTH ECU FUTURES (UFFB Eculm points d 100'. 



Open 

Setipnce Change 

H*h 

Low 

Ert. voi 

Open rrt. 

Dec 

9639 

95.40 

+0X11 

95.41 

9639 

672 

10041 

Mar 

95.31 

95.32 

+0.02 

95.32 

95.30 

1B9 

6451 

Jmi 

B626 

9527 

+0.01 

9527 

85.26 

93 

5907 

Sep 

9621 

95^1 

+0.01 

95.21 

9620 

20 

6570 


- LFFE future steo iradad on APT 

■ EUROURA OPTOMS (LJFFE) LIQQOtn points of 100% 

Strike - CALLS pt/fS 


Bice 

Dec 

Mar 

Jun 

Dbc 

Mar 

Jun 

9350 

028 

099 

1.46 

006 

0.04 

O.0Z 

9375 

012 

0.76 

1.23 

015 

006 

0.04 

9400 

004 

055 

1.00 

0.32 

010 

0j06 


Esl voL toot Calls 4761 Pun 1714. Prevtoua day’s open ira., Cato 229615 PU3 iiGOT? 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 



Nov 4 

BPr 

DKr 

FIV 

DM 

E 

L 

Fi 

NKr 

Et 

Pta 

SKr 

SFr 

£ 

CS 

S 

Y 

Ecu 

% m . • 

Beigtun 

(PHI 

too 

1Bj45 

1024 

4^48 

1262 

4752 

5464 

19.77 

494.7 

4002 

21.17 

3.957 

1.071 

3355 

2.817 

3433 

2455 

t- 

Denmark 

fOKO 

5flil 

10 

8.803 

2826 

1.010 

2576 

2XWB 

1072 

2682 

221.9 

1148 

2.148 

0906 

2.144 

1.527 

108.1 

1.331 


France 

(my 

61-68 

1136 

10 

2^08 

1.147 

2926 

3X165 

rtoia 

304.7 

252-0 

13XM 

2437 

1.029 

2438 

1.736 

2114 

1312 


Germany 

(DM) 

gn.pt 

3-805 

0349 

1 

0284 

9801 

1.127 

4X179 

1020 

8442 

4266 

0-816 

0345 

0.816 

0581 

7081 

0506 

* 

Irstand 

W ' 

53.70 

9X305 

ona 

2X503 

1 

2551 

2X134 

1062 

2657 

2108 

11J7 

2-125 

0897 

2.124 

1^13 

1843 

1318 

T. ... 

Italy 

« 

2.105 

0.388 

0342 

0.102 

0039 

100 

0115 

0416 

1041 

0613 

0445 

0X183 

0035 

0063 

0059 

7324 

0.052 

. . • 

Netherhnds 

(H) 

1030 

3.376 

2JB72 

0-837 

0341 

069-6 

1 

3X819 

9054 

74^0 

3X174 

0.724 

0308 

0.724 

0516 

62.82 

0449 

1 •_ 

Norway . 

INKrt 

5057 

. 9.328 

0212 

25452 

0942. 

2403 

2-7B3 

10 

2502 

207 JO 

10.71 

2.001 

0.846 

2.000 

1425 

1706 

1242 


Portugal 

(Es) 

2021 

3.728 

3262 

0980 

0376 

960.5 

1.104 

3.997 

100 

82.72 

4270 

(innn 

0338 

0799 

0569 

BOSS 

0496 


Spain 

(Pta) 

24.44 

4507 

3J968 

1.186 

0455 

1101 

1.335 

A1H9 

120.9 

100 

5.172 

0967 

0406 

0968 

0.688 

83X38 

0.900 


Sweden 

fSKr) 

47^4 

0714 

7.671 

£290 

0880 

2245 

2581 

0341 

233.7 

1B3X3 

10 

1^70 

0788 

1868 

1-331 

1623 

1.160 



(SFr) 

25J27 

4.681 

4.103 

1225 

0471 

1201 

1X581 

4-997 

1200 

1034 

5.349 

1 

0422 

0.999 

0712 

86.74 

0620 



CQ 

59.84 

11.04 

9.716 

2.901 

1.1 14 

2843 

3270 

11.83 

296.0 

244^ 

12.67 

2X368 

1 

2387 

1.688 

2054 

1469 


Canada 

(CS) 

25-28 

4584 

4.1 05 

1226 

0471 

1201 

1.381 

4^99 

125.1 

1005 

0352 

1X101 

0423 

1 

0712 

60.79 

0621 


USA 

m 

3550 

0548 

5.764 

1.721 

0X561 

1687 

1.940 

7.020 

175.6 

1403 

7^15 

1405 

0583 

1404 

1 

121.9 

0872 



m 

29.13 

0373 

4.730 

1.412 

0.543 

1384 

1-592 

5.780 

144.1 

.1195 

0167 

1.153 

0487 

1.152 

0821 

100 

on 5 


Ecu 


4073 

7J13 

0614 

1273 

0758 

1935 

2-225 

8X154 

201^ 

106.7 

8.621 

1:012 

0.681 

1.611 

1.147 

138.8 

1 


DvHi Kama. Firetii Franc. Not wagon Krona, red Smart Kronor par 10; Btigtao Franc, You Brad* Urn am M par 100. 


• 11 

■ D-MARK FUTURES (1MM) DM 125,000 per DM 




■ JAPJ 

IHE YEN FUTURES (IMM) Yen 123m par Yen 100 




Open 

Late 

Change 

High 

Low 

Esl voi Open InL 


Open 

UH 

Change 

High 

Low 

Est vol Open Int 

... . .. - 

Dbc 

05778 

03812 

+00040 

05633 

05809 

16,842 

62.11B 

Dec 

00280 

08262 

-00018 

08297 

0.B254 

20477 

104,782 

!• '• 

Mar 

0JS852 

03844 

+00044 

05857 

05844 

110 

2.782 

Mar 

08377 

08383 

-0X3006 

08383 

0X3377 

72 

1.124 


Jun 

05890 

05890 

+0.0065 

05890 

05800 

1 

2354 

Jun 

- 

03530 

- 

- 

08489 

50 

232 


■ SWISS 

FRANC FUTURES (1MM) SFr 128XW per SFr 




tUMQ tunincs pMhq £62.500 per C 





Dec 

07112 

0.7168 

+00058 

0.7172 

0.7144 

14427 

47388 

Dec 

1.6736 

13774 

♦00042 

1.6812 

13770 

3X307 

48.822 


Ma- 

0.7223 

07231 

+0.0055 

0.7233 

0.7221 

78 

2,561 

Mar 

1.6098 

1.6720 

+00046 

1.0746 

16890 

46 

482 


Jun 


0.7285 

+00044 

07295 

- 

1 

265 

Jun 

1388Q 

13660 

+4X0054 

1.0680 

1.6580 

4 

74 



UK INTEREST RATES 


LONDON MONEY RATES 

Mov 4 Ow- 7 days 

night notice 


Ono 


Three 


9x 

months 


Ona 


rate Stating 7* - 6* 7* - 7ft 7j» - Tk ?ft - 7ft - flg 7ft - 7ft 

Ing COs - - 7*8 - 7ft ?ft - 7ft 7fl - 7i 7U - 

JyBte - - 7ft -6H Tie -7 - - 

I BWs - • 7 - 63 7>g - 7ft 7ft - 7ft - 

I tehorty dope. 8% - B?4 7-6% 7% - 7ft 7% - 7ft 7ft - 7% 7ft - 

iun Motet daps 7-6% 7 -&i 


ring bonk base landing ruts 7 per cant from Am 7. 1387 
Up to 1 1-a 3-6 

months 


6-9 


8-12 

(norths 




5*J 


is of Ttot dep. (£100.000) 

B of Ttoc dep. under 2100000 la Big *. toranhl^pc. 

i redv raw of dbeoiM on Oct 31. ftBBOO p e ECCDtosd ntoSsgBjpoft rtnreoo. reo» 
day Oca 31, 1M7. Agreed rate lor period Novga.1 Bg7 m ltoc _2S. 1*7. SetwraeBaSOpc. 
mnea rare te period Oct 1,1667 to Oct 31. 18B7, Schemes IV 4 V 7B44pt fTnenoe 
■e Bare (tea 7i*pc ten Nov 1, 1697 


EMS EUROPEAN CURRENCY UNIT RATES 


Nm 4 

Ecu cen. 
mss 

Rate 

against Ecu 

Change 
on day 

% +/- from 
can. rate 

% spread 
v weakast 

Dtv. 

Ind. 

Inland 

0798709 

0759017 

+0000449 

-497 

7.74 

33 

Finland 

5JB5424 

592475 

+000289 

1X20 

1.17 

-8 

Italy 

190648 

1931 90 

+oi 

1.33 

1X14 

-10 

Spain 

163X326 

166443 

-0177 

190 

078 

-11 

Portugal 

107X398 

201.115 

-0138 

198 

090 

-13 

Danmerfc 

7.34555 

750144 

-000016 

2.12 

026 

-15 

France 

045883 

0601 70 

-000726 

Ji>9 

017 

-19 

Oeni—'iy 

1X12573 

197095 

-000182 

295 

004 

-23 

Belgium 

39.7191 

40.6543 

-00391 

295 

0XJ3 

-17 

Austria 

13.5485 

139723 

-0.0127 

2X39 

OXM 

-17 

Nettwrionde 

2.16879 

292157 

-00021B 

2-39 

0X» 

-18 

NON B1M MEMBERS 






Greece 

295J09' 

309.599 


495 


- 

UK 

0793103 

0980550 


-14.19 

19.32 

- 


Eea cared me mi tetoaBunpOTOuimreteCuiwcto ore In drecondhg ratten stonedi. 

Perean a ge enregre — ** Ecn; e pnetee aenge denote a niaeli aereicyllfcaprece ehwwi ttw ratio 

between are apo* 9»» patcaraage ( W aie n c e between ihe actual mariiat and Ecu cwnrf Mas fcr e 

etnsnqr. and tf« iBdan peredbad perowaage iteliain m tw cranec/s rnetiel nre kem 4a Ecu 

ceiaral tree. ITWaflateperepanded ten BBH At tu wwe nn algtimdty die BnancwITImee. 





MOWTMOTgUJMlwmtlBeatMFFgeSOaOOO points ot1P096 



Open 

Sett pries Change 

High 

Low 

EsL vet Open W_ 

Dec 

9293 

92.01 


9294 


7841 

134759 

Mar 

B2.59 

9296 


9299 

9295 

12148 

117951 

Jun 

92.83 

9298 

-0.03 

9293 

9298 

7432 

79113 

Sep 

9299 

92.60 


92.70 

82.65 

4957 

67872 

Dec 

92.81 

92.78 


9291 

92.77 

3151 


Atao traded an APT. M Open Haas figs, lie tor prevta* day. 




m shout citaiutia owiotB gjrg esqoaoo potros of iook 


Strike 

Prk» 

8260 0.15 

8275 0-03 

8300 0 

E*L vOi. tstd. CoBe 2617 Putt 




. P* 

- PUTS — 

Mar 

Jun 

016 

0.29 

odd 

013 

WFm 

0XJ7 

ai5 

ai7 

. QXffi 

031 

0.02 

0x07 

038 

046 

048 

3675. Pra+tow day^ open m. Cte SnflOM- P»re 

228ZZS 


BASE LENDING RATES 


AdatnACoropany 

% 

7.00 

A*ed Utah Bar* (GBJ 

7X)0 

■HaniyAnrtMdw 

740 

Banco BteaoMMP}* 

7X» 

Bank ol Cyprus 

7 M 

Bank cl Mend 

7X30 

BankdWte 

7X10 

Bar* cf Scotland 

7X0 

BerctoyaBBttk 

7xn 

BrtBkot WdEeat 

7 X» 

•epreDitea CPUl 

7X» 

CMbarttNA 

7J» 

cwtodaleaw* 

7x00 

The ctwpeatte B»*7X» 

CcuttsACo 

7X00 

CypasPopdwSmk 

7X10 

DuncariL®*’^ 



% 

Exeter Thst United &00 
RrrandBl iOdfi Ba* am 

•Robert Ftamng a Co 7,00 
•GufcittK Mahon 7jj0 
Habb Bar* AG &oWi 7M 
•HarrtmBank 7 M 
Heritthto ?■ Gan bw Bk.7.X 
CHoweACo 7.00 
Hongkong & Shanghai 7. 00 
bwestsc Bank (UK] Liiff.OO 
JtdanVtodgfrBank 7XO 
•LeopeU Jnph 5 Sm 7 M 
UofiXBx*, 700 

UOmiBunk 7 so 

Nd W estmteter 7X0 
MeaBrotem ■ 7J» , 
Revel BkofScotand 7M 

Scottieti Wtoows bank 7.00 


- • • » 
■Sttgv & Friedtanfer 7A) 
•Snth & Vttnm Sect 7 XX) 

Sun Banking Cocp LW 7.00 
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TENDER NOTICE 

UK GOVERNMENT 
ECU TREASURY BILLS 

For tender on 11 November 1997 

1. The Bank of England announces the issue by Her 
Majesty's Treasury of ECU 1,000 million nominal of UK 
Government ECU Treasury BiJJs, for tender on a bid-yield 
basis on Tuesday, 11 November 1997. An additional 
ECU 50 million nominal of Bills will be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account 

2. The ECU 1,000 million of Bills to be issued by tender 
will be dated 13 November 1997 and will be in the following 
maturities: 

ECU 200 million for maturity on 11 December 1997. 

ECU 500 million for maturity on 12 February 1998. 

ECU 300 million for maturity on 14 May 1998. 

3. All tenders must be made on the printed application 

forms available on request from the Bank of England. 
Completed application forms must be lodged, by hand, at 
the Bank of England, Customer Settlement Services. 
Threadneedle Street, London not later than 10.30 a.m., 
London time, on Tuesday, 11 November 1997. Payment for 
Bills allotted will be due on Thursday, 1 3 November 1 997. | 

4. Each tender at each yield for each maturity must be , 
made on a separate application form for a minimum of 
ECU 500,000 nominal. Tenders above this minimum must 
be In multiples of ECU 100,000 nominal. 

5. Tenders must be made on a yield basis (calculated on 
the basis of the actual number of days to maturity and a 
year of 360 days) rounded to two decimal places. Each 
application form must state the maturity date of the Bills for 
which application is made, the yield bid and the amount 
tendered for. 

6. Notification will be despatched on the day of the lender 
to applicants whose tenders have been accepted in whole 
or in part For applicants who have requested credit of Bills 
in global form to their account with ESO, Euroclear or 
CEDEL Bills will be credited in the relevant systems against 
payment. For applicants who have requested definitive 
Bills, Bills will be available for collection at Customer 
Settlement Services, Bank of England after 1 .30 p.m. on 
Thursday, 13 November 1997 provided cleared funds have 
been credited to the Bank of England's ECU Treasury Bills 
Account No. 59005516 with Lloyds Bank Pic, Bank 
Relations, St George's House, PO Box 767, 6-8 Eastcheap, 
London EC3M ILL. Definitive Bills will be available in 
amounts of ECU 10,000, ECU 50.000. ECU 100,000, 
ECU 500,000, ECU 1,000,000. ECU 5,000,000 and 
ECU 10,000,000 nominal. 

7. Her Majesty's Treasury reserves the right to reject any 
or part of any tender. 

8. The arrangements for the tender are set out in more 
detail in the Information Memorandum on the UK 
Government ECU Treasury Bill programme issued by the 
Bank of England on behalf of Her Majesty's Treasury on 
28 March 1989. and in supplements to the information 
Memorandum. All tenders will be subject to the provisions 
of the Information Memorandum (as supplemented) and to 
the provisions of this notice. 

9. The ECU 50 million of Bills to be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account will be for maturity on 14 May 1998. 
These Bills may be made available through sale and 
repurchase transactions to the market makers listed in the 
Information Memorandum (as supplemented) in order to 
facilitate settlement, 

10. Copies of the Information Memorandum (and 
supplements to il) may be obtained at the Bank of England. 
UK Government ECU Treasury Bills are issued under the 
Treasury Bills Act 1877, the National Loans Act 1968 and 
the Treasury Bills Regulations 1968 as amended. 

Bank of England 
4 November 1997 
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COMMODITIES AND AGRICULTURE 


EIU sees volatile period for zinc 


By Gary Mead 

Strong global demand coupled with 
a big; supply deficit in the nm-up to 
2000 will ensure price volatility for 
zinc, according to a report from the 
Economist Intelligence Unit. 

The final quarter's report on 
industrial raw materials, however, 
says that prices for other base met- 
als are likely to stabilise and even 
fall over the same period. 

Growth in western consumption of 
zinc in 1997 is forecast to be about 4 
per cent up on 1996. While zinc con- 
sumption growth rates will dip In 
1998. by 1999 “refined zinc demand 
will be about 850,000 tonnes higher 


than it was in 1994, implying aver- 
age ammal growth of almost 3 per 
cent over the five-year period”. 
Simultaneously, decline in global 
sto cks will total 1.1m tonnes. 

World aluminium consumption 
will have grown by 4.6 per cent in 
1997. slowing to 3.2 per cent in 1968 
and 2.1 per cent in 1999. Now at 
2l.6m tonnes, world production of 
aluminium is set to increase by 4.6 
per cent in 1998 and by 2.7 per cent 
in 1999, as idle plants re-start pro- 
duction and fresh smelters come on- 
stream, taking advantage of cur- 
rently abnormally low stocks, now 
down to about 50 days* consumption 
against 78 days in 1994. 


The Chinese Strategic Reserve mil 
have a significant impact on the out- 
look for copper; the EIU says “buy- 
ing by the SRB confused the mar- 
ket” in 1997, and that the SRB will 
act as a buffer stock operator to 
“keep prices from failing below 90 
cents a pound, in order to protect its 
high-cost domestic producers and 
prevent import dependence”- 

WhUe the physical market in 
nickel has been tight In 1997, this 
win ease In 1998, because of rising 
output from new min es. In spite of a 
projected recovery in Russian 
demand - lowering exports to the 
west - this higher global output will 
ensure a growing surplus into 1999. 


The EIU adopts a bearish outlook 
for world crude oil, lowering its fore- 
cast of global consumption growth 
to 2L3 per cent in 1897. with 60 per 
cent of that increase attributed to 
non-OECD countries. It predicts “the 
market will be well supplied in 1998 
and 1999” and says that total OECD 
industry stocks were some 2.43bn 
barrels at the end of July, “over 
100m barrels higher than in 1995". 

It adds: “Global supply, led by 
Iraq's return to the oil market and 
by further growth in non-Opec pro- 
duction. will run ahead of 
demand ... in 1999 the market will 
continue in surplus, pushing prices 
lower.” 


CFTC turns focus on 
agricultural options 


D eregulation may be 
coming to the US 
farm sector, but not 
without a few fights. 

This week, the Commodity 
Futures Trading Commis- 
sion. the futures industry 
regulator, has unveiled pro- 
posals which would permit 
formers, processors, elevator 
operators and the like to buy 
or sell customised options on 
many agricultural commodi- 
ties. without having to go 
through one of the official 
futures exchanges. 

For example a farmer - 
enthused by the price of 
wheat but wary of the 
weather outlook - could 
enter an option agreement 
with his local grain elevator. 
In exchange for paying a pre- 
mium to the elevator opera- 
tor. this could give him the 
right, but not the obligation, 
to deliver grain at a negoti- 
ated price at a specified 
future date. 

Supporters say that 
approval for such instru- 
ments would simply put the 
farm sector on a par with 
other commodity-based 
industries. Metal producers 
and energy operators have 
used trade options for years. 
notes the Washington-based 
National Grain and Feed 
Association. 

“Agriculture is the only 


COMMODITIES PRICES 


industry for which options 
like these are not allowed. 
We don't believe it is some- 
how less capable," the asso- 
ciation comments. 

The change - which the 
CFTC is proposing be tested 
in a three-year "pilot pro- 
gramme” - would also be in 
the spirit of the increasingly 
deregulated environment in 
the US agricultural sector. 
The 1996 form law (usually 
tagged the “freedom to form 
act"j is progressively doing 
away with the federal gov- 
ernment's most expensive 
subsidy programmes, and 
giving farmers flexibility 
over what they produce. 

Advocates of trade options 
claim that such tools are 
necessary if more entrepre- 
neurial formers are to ade- 
quately manage their risks. 
“It is imperative that the 
CFTC act as soon as possi- 
ble . . . at least in time for 
formers to manage the price 
and production risk of the 
1998 crop, the third to be pro- 
duced under the new form 
law,” says the NGFA. 

But not everyone is enthu- 
siastic. The use of custom- 
ised agricultural options was 
banned in 1936 because of 
fraud and other abuses. In 
the mid-1960s the industry 
also ran into problems with 
“hedge-to-arrive" contracts. 


Developed in the mid-1990s, 
these were essentially pri- 
vate forward contracts 
which required physical 
delivery at a set price, but 
with the date variable. When 
grain prices surged, grain 
elevators - who had sold 
fixtures to offset the Inherent 
risk - were left facing large 
losses. The legality of such 
contracts was questioned, 
and losses put in hundreds 
of milli ons of dollars. 

Moreover, the futures 
exchanges are hardly 
delighted at the prospect of a 
further slice of business 
coming up for grabs. 

The Chicago Board of 
Trade emphasises that it 
does not oppose “ag-trade” 
options per se. But it 
stresses that changes to the 
current restrictions should 
“contain all the appropriate 
safeguards”, including mea- 
sures to ensure price trans- 
parency. strict clearing 
arrangements, and “proven 
self-regulation”. 

T he CFTC proposals 
throw a few sops in 
the CTchanppq ’ direc- 
tion. The regulator says it 
will remove any prohibition 
on the offer and sale of agri- 
cultural options, for physical 
delivery, on designated 
exchanges - allowing them 
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Out of step: trade options are allowed in other industries 


to devise their own products. 

Out in the farm sector 
itself, opinion seems divided 
on whether such products 
would be a useful addition to 
the array of risk manage- 
ment tools, or an invitation 
to take potentially costly 
punts. 

Even the NGFA concedes 
that views differ. With the 


CFTC proposing a fairly 
brief comment period, some 
debate can be expected in 
coming weeks. But having 
pO TTi e SO for. the chance of a 
revision to the 6l-year-old 
han on agricultural options 
before 1997 ends is looking 
high. 

Nikki Tait 


Iraq fears 
continue 
to depress 
oil prices 


MARKETS REPORT 


By Robert Corrina 
and Gary Mead 

Grade oil prices were flat to 
lower yesterday as traders 
awaited more definitive 
news about the latest con- 
frontation between Iraq and 
the United Nations. 

The price of the bell- 
wether Brent Blend for 
December delivery was 
quoted at $19.88 a barrel in 
late trading on London’s 
International Petroleum 
Exchange, 7 cents down on 
Monday’s close. 

Although Iraqi oil repre- 
sents a fraction of total 
world oil d emand, any inter- 
ruption in its exports of 
600-000 barrels a day or so 
could have a big influence 
on prices in the run up to 
the northern winter. 

Meanwhile British Petro- 
leum yesterday predicted 
continuing volatility in oQ 
prices. It also said there 
were no signs so far that 
currency turmoil in Asia 
and stock market uncer- 
tainty around the world was 
having a “material” Impact 
on global oil demand. 

The recent slide on coffee 
f uture s on the London Inter- 
national Financial Futures 
Exchange halted yesterday, 
bat exceptionally thin trad- 
ing volume of just 2,713 lots 
disguised the otherwise jit- 
tery mood of the exchange. 
The January contract hit 
$L500 but failed to cling 00 
to it, closing $29 up at 
$1,499 a tonne. Cocoa fell 
farther, the March future 
closing at £1,045 a tonne, 
£11 lower, on continuing 
news from the Ivory Coast 
of good harvests. 

On the London Metal 
Exchange most base metals 
ended weaker, though tin 
was actively traded, ranging 
more than $100 through the 
day. Three months tin 
closed $75 higher, at $5,615 
a tonne. 
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Vietnam upbeat 
on rice harvest 

ere* .re-!-- 

withan estimated 2.56m acres of paddy fields m the cru- 
cial Mekong Delta. The summer-autumn ™ ^ 
recently completed harvesting, producedbm tonnes Of 
unmflled rice. 0.5m tonnes less than m 1996. 
jeopardising earlier hopes or exporting 3.7m tonnes tnis 

^Paddy fields planted with the more important recpritiy- 
planled winterspring crop (due to be 
ary-March 1998), have been flooded. But officials sayi is 
sufficiently early in the season that replanting 
tied out and the final crop may still meet earlier predic- 
tions of being 800.000 tonnes bigger than this year s. 

Coffee plantations have also apparently escaped serious 
damage, the typhoon having by-passed the central h up- 
lands. responsible for some 60 per cent of the country s 
coffee production. G*™ MeQd 

U WHEAT 


Uzbekistan ignores Gafta ruling 

The government of Uzbekistan has failed to pay nearlj 
$llm it owes to Romak. a Geneva-based international 
grain trading company, for wheat delivered last year, 
despite an arbitration award in Romak 's favour by the 
Grain and Feed Trade Association (Gafta) in London. 

Representations by Credit Suisse, which provided the 
export finance, and Swiss diplomats In Tashkent have 
met with no success. The Uzbek authorities have refused 
all public comment. 

Romak said yesterday that Uzbekistan was flagrantly 
i gnor in g its international commitments by refusing to 
honour the arbitration award, which it is bound to do as a 
signatory of the 1958 New York convention on interna- 
tional arbitration awards. 

Romak’s experience was a warning to others, the com- 
pany said, noting that an International conference on 
Doing Business in Uzbekistan is being held tomorrow and 
Friday in London with top officials from the Uzbek gov- 
ernment 

The unpaid bill relates to Romak's delivery of about 
40,600 tonnes of Kazakh wheat in summer 1996 to a state- 
owned trading company. Uzdon. The shipment, necessi- 
tated by the failure to deliver of a now-bankrupt Uzbek 
company, Odfl, was guaranteed by the Uzbek government. 

Uzdon subsequently claimed that Romak's contract was 
not with Uzdon but with OdiL which foundered after 
receiving an 58.1m inan from the Uzbek National Bank to 
purchase wheat that was never delivered. 

Rejecting this argument. Gafta in August awarded 
Bnmak $i0.8m in settlement of the contract plus interest 
for late payment. Frances Williams, Geneva 

Comments and press releases about commodities 
coverage can be sent by e-mail to 
mteTnanonaLcamparries&jfLcom 


BASE METALS 
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202JX) 

-0.60 

- 

- 

- Ill 

Sep 

19900 

-0.60 

- 

- 

1 2 

Total 





2Z7 4,195 

■ SILVER COfiCX (5XXJ0 Troy ozx Centa/boy ozj 

Rw 

4829 

+tt3 

4835 

4825 

1 

Dec 

484X 

+03 

4890 

4813 175® 59.188 

JM 

486.6 

+0.4 

4885 

4885 

23 34 

Mer 

4908 

+05 

<95.0 

4893 

2,558 20,408 

(toy 

4917 

+05 

4945 

4833 

57 2772 

Jut 

4965 

+03 

496.0 

4980 

291 3.782 


Total 21,123 SUMS 

ENERGY 


■ CRUDE Ott. NYMEX (1.000 barrels. S/banat) 



Ue r najrf 


0pm 


pifae dunee 

leu 

VM tat 

DM 

2034 

-0.12 21.03 

2876 37374 82J948 

Ju 

2130 

-0.09 71.14 

2032 18953 55362 

Feb 

2038 

-038 2135 

2090 

4377 35398 

Hv 

2035 

-0XH 2036 

2083 

1.759 21522 

Apr 

2075 

-038 2834 

2078 

1.130 15544 

■n 

20.70 

-034 2074 

2070 

611 17398 

Total 




88194391333 

M CRUDE CNL IPE 0/bairel) 



Latoel D«y^ 


OpM 


Prise Stap 

Lew 

W W 

Dm 

1931 

-814 2804 

1875 113*9 58881 

Ju 

1937 

-0X17 2836 

1880 

8792 53302 

NO 

1932 

-035 1895 

19.79 

767 19540 

tar 

1870 

-0103 1880 

1870 

571 8187 


1955 

-OXW 18« 

1855 

187 5.436 


- 

- 

- 

- 8233 

Total 




184® 188862 

H HEATING Ott. KYMEX (42XXD US gdtt: cAE griBJ 


meet DeT* 


Open 


|rt» ctetage M* 

Lot 

IW M 

Rev 

-■ 

- 

- 

204 3532 

Dm 

SB.60 

-0.18 6810 

5630 14322 56367 

JM 

5840 

-031 5870 

5815 

3529 24513 

Ftb 

5930 

-021 5880 

5040 

15K 13593 

Mar 

5870 

-031 aoo 

5855 

306 9.186 

Art 

57.10 

-071 57.35 

9630 

181 8488 

Total 




2891108640 

M QAS Ott. PE (MOTH) 




5* 

Oar'S 


OpM 


price 

state M0P 

Lot 

M M 

■ev 

181 3D 

-075 18250 1BO50 

8378 25506 

Dec 

181.75 

-130 18335 18150 

4,591 33539 

Ju 

18250 

-075 18175 18125 

1313 14523 

tab 

18235 

-050 18336 18176 

682 8703 

Mm 

18030 

-035 18050 18050 

25 8019 

Apr 

17750 

- 177.75 177.75 

2 8172 

7MU 




125W 88080 


■ NATURAL GAS it (1.000 Saw; pace r ftenp 


Dec 

18350 -0300 18430 18250 

110 1305 

Total 



2K 18800 

■ NATURAL GAS ITMEX (18000 nnEht; S/nraSteJ 


lam DagTs 


Opn 


pnew i4M||r 

Lot 

W M 

Dm 

3445+0X174 1480 

8350 28484 59505 

Jae 

3390 +0.062 8420 

3290 

8258 32512 

u 

2980 +OXSO 3.000 

2905 

M99 22648 

Mar 

ZKffl-KWa 2649 

2590 

1/491 17X27 

Apr 

2320+0015 2535 

2300 

812 10200 

May 

2240+0017 2250 

99X1 

257 0325 

Total 



44^7234264 

■ UNLEADflD QASOLME 



NYMEX (42,000 US gatax cAJS 08 IL) 



Latast Defa 


Opn 


price donga ffigh 

ION 

M M 

Nor 

_ 

- 

45 7*1 

Dec 

5945 -035 5895 

56.10 

9258 35292 

Jto 

aS5 -023 6800 

5830 

1907 191117 

Rb 

am -018 5895 

9875 

713 8640 

Mar 

6035 - 6060 

Bn« 

342 5683 

K* 

8465 - 6300 

6360 

134 3J88 

Tew 



KJSS 8B6BB 


1 

</ 


f 


GRAINS AND OIL SEEDS SOFTS 

■ WHEAT LUTE (1 DO tonnes; £ par tome) 


COCOA UFFE (10 tonnes; £/tome) - 



Sett 

Daya 




0pm 


SOT 

Off* 


0P« 



price 

daage 

> KW> 

Lot 

M 

M 


Price choge 

Lot Vbl U 


Nw 

8250 

-0.40 

8330 

8250 

78 

267 

Dr 

1026 

-4 

1028 

1012 12S8 44/436 

DR 

JOT 

84.75 

-045 

*560 

M75 

134 

3285 

Mar 

1051 

-5 

1053 

1038 5.193 54321 

tab 

Mar 

8075 

-060 

0760 

8873 

202 

5t TO? 

■*y 

1070 

-5 

1074 

1058 964 23380 

AW 

Hay 

8875 

-060 

8810 

B9XX) 

190 

2233 

M 

■ 1087 

-4 

1088 

1076 305 '9664 

Jm 

JM 

9075 

-060 

- 

- 

- 

195 

sot 

1104 

-4 

1106 

1098 681 NL720 

abb 

Total 





608 

8TC 

Dm 

1118 

-3 

1120 

1107 128821569 

Od 

M WHEAT car ROOObumfaicBntaEOtobrehefl 

Tbtal 




71,118195,112 

Total 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (4Q,000ttB; cantaAba) 

Sett Oay*l Opn 

Price cte^e a# Lew Vd tat 

0X973-0.150 07-300 66.750 4940 38,797 
0200+0050 BUSTS 0X625 2020 2X444 
72X75 +0.050 72JSD 7Z.100 964 14,457 
69950 40JJ25 09950 66900 418 1<L7B7 
69950-0975 58900 09950 50 3JBOT 

71.700-0900 71J00 71.700 19 1,764 

7911 94,179 


Dec 35995 -490 36490 35990 MS5 32113 

liar 37400 -175 38025 37175 2688 27,261 

Hay 38290 -150 38590 38100 155 6/438 

Jri 384.75 -100 388.00 38495 858 15933 

Sap 38990 -100 39150 39150 70 146 

Dae 400.00 -250 40290 40090 88 2665 

Total 12»47 1H184 

■ MAIg COT (5900 bu fflti; CRta/56fa bushel) 

Dec 28025 -590 28600 280 DO 50812190218 

Mar 29025 -4.75 295.00 290 00 15,016104,424 

Huy 29100 -450 30190 295J5 1S29 31468 

Jri 30025 -4.75 305.50 300.00 4,771 42969 

Sap 29325 -190 29590 29175 193 3580 

Dee 29200 -125 29450 291.50 2846 21120 

Total 772*4 39X347 

M BARLEY UFFE (100 tonnes; C per tame) 

MW 7190 - 7890 7190 3 73 

Jot 7950 - 1290 

Her 8100 - 509 

Ifcy 8175 23 

Sap 8100 6 

Total 3 1501 

■ SOYABEANS CST ftOOflOu mb; cOTaOTl SOT»9 

Sot 77725 -575 72S5D 77190 71040 79,574 

■tan 71690 -175 73090 71590 41420 68251 

Ksr 72150 -100 73590 721.00 5,719 23,753 

My 72725 -690 740.00 72650 1,710 11409 

11 73275 -450 74590 73200 1924 13518 

tap 73090 - 73100 72950 44 638 

TIM 73,123 148226 

■ SOYABEAN Ott. CST (60,0006)3: centOTb) 


Dr 

2842 

-021 

2562 

2538 

9/444 50663 

Jr 

2554 

-018 

2559 

2856 

4543 27387 

Hr 

3S67 

-015 

7P 9) 

2552 

3539 18252 

Mar 

2899 

-016 


2890 

1551 93® 

Jd 

2655 

-012 

2630 

26.12 

444 8680 

taa 

2557 

+002 

2555 

2555 

74 620 

Total 





18598 113/09 

M SOYABEAN MEAL CST (100 (ana; S/ton) 


Dr 

2325 

-03 

2386 

2312 12,448 41.149 

Jao 

2273 

-06 

316 

227.4 

4620 22346 

■tar 

ma 

-05 

rmi) 

2236 

36*4 20.418 

■ay 

221.7 

-13 

2253 

2216 

1572 17603 

Jrt 

mo 

-05 

2285 

2216 

578 

12396 

tag 

223.0 

- 

2265 

2236 

21 

2687 

Total 





22*12 12Z48B 

M POTATOES UFFE (20 tonnes; £ par tonne) 

Nw 

400 

♦180 

_ 

_ 


3 

Mr 

825 

+85 

- 

- 

- 

« 

Apr 

1105 

+10 

1105 

1175 

47 

1,166 

May 

1X5 

+26 

- 

_ 

- 

24 

JOT 

1480 

+15 

- 

- 

- 

- 

Trial 





D 

1,193 

■ FREIGHT (BIFFEX) UFFE (SKMndax point) 

Her 

1288 

-22 

1305 

1288 

65 

719 

Dr 

1318 

-22 

1324 

1315 

15 

171 

JM 

1350 

-20 

1365 

13X 

37 

666 

Apr 

1385 

-20 

- 

- 

- 

352 

Jri 

1250 

-5 

1250 

1250 

10 

66 

Total 

CtoR 

ftw 



127 

1373 

BH 

1309 

1314 






PULP AND PAPER 

■ PULPEX OMLX (SS; 24 afr dry tonal 
Sett Ban 



price (tav Mgh LOT 

Yd 

H 

Dr 

563. 00 -000 56450 563X10 

10 

234 

Mar 

58150 -450 58250 581X10 

20 

394 

Trial 


30 

o a 


FUTURES DATA 

AB Muss date appBad by CMS 


Mfoor metals from Metat Matin 
Bxopeon free market. $ par lb fri ware- 
house. irtass athwis& staled past week's 
in brackets, where changed}. Antimony; 
9995%. $ per tonne. 1,780-1980 (ijHO- 
1,900V Bismuth: min 99.99%, toms tats 
325-140. CactadoRE mh 99.95%. certs a 
pound, 3390-4090. Cobrit: MB tree mar- 
ket mkL 999%. 217024.70 423902150); 
min. 99.3%. 7 ISO- 18.00 (18.00-18.75). 
Mercury: n*i 8996%. S per 78 to (task. 
140-150. Molybdenum: 340-3.70 (3,70- 
390V Selenium: min 994%. 2.00-3.00. 
Tungsten ore: standard min. 85%. S pec 
tons ink WO> CfF. 40-45. V ana d iu m: 

mm. M% of. Attaa. u— me aaa. 


■ COCOA CSCE (10 tonnes; Sriomaa) 

■ LEAN HOGS CME (40£00t>c cartsflba) 

Dr 

1589 

+11 

1584 

1563 8363 24583 

Dr 

61125+0.175 61400 6050 2580 

18583 

Mer 

16X 

+12 

1635 

1604 7.141 34504 

FOT 

62525+0550 B2550 61500 2XBB 

9550 

«tay 

1655 

♦12 

1658 

16X 153S 13583 

AW 

58275+0450 58350 58660 505 

4.130 

Jnl 

1678 

+12 

1679 

1653 26 3562 

Jua 

68400+0025 68700 65500 309 

2572 

SOT 

1608 

♦14 

1700 

1700 15 4528 

Jri 

84JED-O150 64.750 64475 19 

946 

Dr 

1718 

+16 

- 

- 33 .8598 

Affi 

61175-0325 63500 62550 14 

233 

Trial 




175611025*3 

Total 

M* 

372» 

H COCOA (1CCO) (SOR's/tonna) 

H PORK 8HJJES CVffi (40.000tos; centa/bo) 


Bo* 3 

W»~ 


Met 

122258 


Eiaa. day 

123115 


■ COFFEE LUTE (5 tonnes; Storms) 


Rm 

1470 

+25 

1470 

1445 

327 2532 

Jao 

1499 

+29 

1500 

1466 1521 2592 

Mar 

1506 

+24 

1606 

1460 

950 8,673 

Hay 

1513 

+23 

1494 

1487 

71 1574 

Jri 

1520 

+22 

1520 

1488 

22 66T 

Sep 

15X 

+22 

- 

- 

- 382 

Trial 





3,191 39524 

M COFra ‘C CSCE (37500tta; oeresAbs) 


DR 

14450 

+020 14450 14250 6JM1 11513 

Bar 

13746 

+090 13825 13650 2X111 

840 a 

■OT 

135-35 

+150 13550 13350 

205 

2521 

JU 

132-25 

+075 132X0 1X75 

199 

152 ? 

sot 

13815 

+035 13025 129X10 

72 

ixng 

DR 

127.X 

+0.45 128X0 126.75 

96 

796 

Trial 



8JBB asm 


(ICO) (US eenta/pound) 


He* 3 
Qnp.daBy 
IS I 


.11093 
. J 17.00 


■ WHITE SUGAR UFFE (50 torewe; Sftonng) 


Dr 

311.1 

-2.7 

3144 

31 IX) 1423 10406 

Ear 

3184 

-13 

3180 

3160 1,185 18579 

Hay 

3194 

-14 

3185 

3189 357 lira 

Abb 

321.6 

-15 

322X) 

321.0 25 24S 

Oct 

3187 

-12 

3186 

3185 300 3467 

Dm 

3165 

-08 

- 

- - 140 

iota 




*274 38549 

M SUGAR IV CSCE (1l2jOOObs; cents/fes) 


1129 

-014 

1143 

124616480 119k 

Mat 

1240 

-an 

1250 

1217 4JZ7 28479 

Jri 

1150 

-014 

1103 

1190 2550 20533 

Oct 

11.78 

-Oil 

1148 

11.77 1431 21587 

■ar 

11.63 

-O10 

11.71 

1153 13 5,682 

May 

1158 

-0.10 

11.67 

11.85 50 613 

Trial 




water pn 


■ COTTON NYCE reaOOOtts; certartB) 

Dec 7138 -059 7170 72.10 1121 45911 

Mar 7358 -025 7175 7132 1957 18418 

May 7440 -0.10 7450 7445 551 10290 

Jut 7496 -0.14 7495 74.70 931 11097 

Oat -7550 -0. 10 7555 7150 48 623 

Dae 7590 -0.19 7100 73 75 S57 109G8 

Total 12161 98,136 

■ ORANGE JUICE MYCE (llQQOfcs; cantata) 


tar 

7120 

+150 

7150 

6858 

847 1.756 

Jm 

74.75 

+255 

7540 

72B 1456 20540- 

MV 

7840 

+285 

7840 

7&50 

601 11,765 

tof 

B1.45 

+165 

8145 

7890 

193 2475 

Jri 

84.45- +185 

- 

— 

9 1,169 

te 

87.45 

+2X3 

- 

- 

43 755 

Total 





3449 33507 


VOLUME DATA 

Open i nterest and Vriuna data shown for 
contracts traded on COMEX. NYMEX. CST, 
NYCE, CME, CSCE and IPE Crude 06 are 
one day in arrears. Volume & Open Interest 
totals are for aB traded months. 


INDICES 

■ Reuters (Base: 1973731 = 100} 

Not 4 No« 3 monte ago year ago 
1828.7 1921.7 18879 18511 

■ CRB Putms (Base 1997= IOC) 

Not 3 Oat $1 month ago year ago 
241.64 240.04 

■ QSCI Spot (Basse 1870 a 100) 

Not 3 Oct 31 monte ago year ago 
20593 208.15 20794 203.75 


Aierinkun 

+2575 

to 

759475 

AUrinhim slay 

-260 

to 

47540 

Copper 

-675 

to 

340475 

Lead 

-325 

to 

116500 

Nlc M 

-174 

to 

6648 fi 

Un c 

+700 

to 

466,700 

Un 

-110 

to 

9.745 

L. 



n 

S/ 


FOT 64.725 - 64500 63500 1.138 6443 

Mar 61975-1475 64250 61300 103 912 

May 64200-1125 64500 61650 2 295 

Jri 65500-1125 65200 84.750 3 159 

tag 81.800-1450 - 62250 - 10 

Total 1946 7,441 

LONDON TRADED OPTIONS 

State price S tonne — Cads— — Puts — 
H ALUMINIUM 


11257 

11103 


(Btt7%) LME 

Dec 

Mar 

Dec 

Mot 

1600 

44 

82 

29 

46 

1826 _ 

31 

69 

41 

56 

1650 

21 

57 

56 

71 

* CQPPS9 





(Grade A) LME 

Dr 

Mar 

Dr 

Mar 

1950 

73 

107 

38 

73 

flrmn 

47 

83 

60 

07 

2050 

26 

63 

91 

127 

M COFFEE LffFE 

Jan 

MOT 

JOT 

Mar 

lalOO 

181 

130 

- 

31 

1460 

131 

92 

- 

43 

1500. 

SI 

63 

- 

64 

M COCOA UFFE 

Dr 

Mar 

Dr 

MOT 

1050 

10 

54 

34 

53 

1075 - __ 

5 

45 

54 

69 

1100 

2 

38 

76 

87 

M BRENT CRUDE 





IPE 

Dr 

Jan 

Or 

Jan 

1950 _ 

- 

- 

20 

65 

2000- 

26 

. 

39 

88 

2050 ... 

IB 

- 

- 

- 


LONDON SPOT MARKETS 

■ CRUDE Ott. FOB (per barrel) -kt- 

Duboi . SI 9 95-9 JX)w -0.195 

Brent Stand (dated) Sifl.76-fl.T0 -0260 

Brent Blend (Dec) $1183-185 -0280 

W.T.L S2Q2S-Q.84W -0280 

H OL PRODUCTS NWEpROTAdaoreyCE (tea* 


Premium Gasofine 

*202-204 

-2 

Gas Ol 

$183-185 

-1.5 

Heavy Fuel 06 

$102-104 


Naphta 

$796-197 

-1 

Jri fuel 

$202-204 

-1.5 

Diesel 

$192-194 

-1.6 


■ NATURAL GAS (Pancarihanri) 

Baeten (Doc) J 140- 1550 -0250 

Aoatawn Mgm. nt London (ornj SOB 8792 
M OTHER 

Grid (bar tray odd 
SHrer (per troy az£ 

Platinum (per tray az. 

PatadLsn (per troy a 
Ccippii 

Lead (US pradj 
Tin (Kuala Lumfu) 

Tin (New Yarifl 
Cattle 0*8 wsfgrtj 
Sheep (fire weight] 

Hga (five wetgtmr 
Lor. day sugar (raw] 

Lon. day sugar (wte) 

Barley (Eng. toecQ 

Mates (US No3 Veto* . _ 

Wheat (US Doric Norte} Unq 
Rubber (Dec)? 

Rubb» (Janjf 
Rubber (KLftSSNol) 

Coconut OB (Rti)§ 

Palm OH (Matey 
Copra (FM)§ 

Soyabeans (US) 

Corn Outlook' A’ Index 
W ooftops (84s Supo) 

C par Kona irtna otemfae ami. p panoaAe. a caritfb. 
r rtngatfo, m H d ai ai m ewafla. » SipXtat * NeWPae. m 
Dae. fuStoi wifaie ri . § Of t Va w OT tt. f Bktei sate 
do*. • Change on re*. tBaaaa on ala head of page MU. 


$315.05 

+1J0 

488 OQo 

+2.00 

54O8.Q0 

+1.00 

$209.00 

66.0c 

45 00c 
1tt41r 
259.5 


96-24P 


97.87P 

-450- 

7ttS9p 

+ox»- 

5292.70 

+020 

sao&a 

Unq 

Cl 09.00 

■aio 

Unq 

54-SOp 

54.5QP 


232.0Z 

■zo 

WWIPSr 

SZSOz 

+2-5 

$4iao 


182 JO 
77.45c 
aoap 

+7XJ 



CROSSWORD 


No.9,524 Set by GRIFFIN 

IT 



into 


ACROSS 

1, 5 First to slip off after it 
fires blanks (8,6.) 

9 Two articles on "Hie Mum- 
my’s Curse” (8) 

10 swear it's a female 

stiff! (6) 

11 Sceptical but prepared to 
go into the performance (8) 

12 Musician I love left home 
after five (6) 

14 Got rid of throng running 
inside fortress (10) 

18 Appeared to have finished 
before being missed (10) 

22 Grace enters when Richard 
is hiding (6) 

23 Direct her to turn 
South Street (8) 

24 Studied starting price 
before broadcast (6) 

25 Unaware I permit no Inter- 
rupting (8) 

26, 27 Rushed inside with 
replacement but he'd 
stopped straight away 
(6A3.3) 

DOWN 

L 15 it’s logical to assume 
bears soon tear plastic 
( 6 & 6 ) 

2 Wanting some crab a cus- 
tomer uses this count©- (6) 

3 Volunteers’ belt needs one 
here (6) 


4 There's no race to taki 
motorway appointment (10 

8 Break finger in crash (8) 

7 Twitter on about one belnj 
a very large number! (8) 

8 Against introducing tht 
French-made drink (8) 

13 Capital could be open t< 
change (10) 

15 See l down 

16 It shows you're unhappi 
rent has to foil (8) 

17 Picket instructed to trrat 
jam (8) 

19 Clasp brother and rini 
companion (6) 

20 Smear union leader fount 
to bed with Jack (6). 

21 t0 completely satis 
Bed with time inside (t») 

Solution 9,523 



naDEiB nmn HcacinH 




















































gsj&SSffi! 






























































93 'll 




































































































































































































30 





FINANCIAL TIMES 


WEDNESDAY NOVEMBERS 199? 


LONDON STOCK EXCHANGE 


Hong Kong dip erodes London’s confidence 


FTSE A&Shace Index 


rsasssstssuai 

7*00 T~ 


MARKETS REPORT 


By Steve Thompson, 

UK Stock Market Editor 

Nerves in London's stock market 
were being tested again yester- 
day as Monday's strong perfor- 
mance by Wall Street was offset 
by another slide in shares on the 
Hong Kong market. 

The 4 per cent fall In Hong 
Kong came in relative isolation - 

many other far eastern stock 
markets such as Bangkok, Seoul 
and Manila closed up on the day 
- but it sent shivers across Euro- 
pean markets. 

They had been expected to 
come in stronger after the 3 per 


cent rise in the Dow Jones Indus- 
trial Average on Monday. 

And with Wall Street succumb- 
ing to a bout of profit-taking in 
early trading yesterday after its 
near 300-point rise over the past 
two sessions, London’s FTSE LOG 
index finished the day with a 
moderate loss of 9.0 at 4397.4. 

The losses in the leaders did 
not carry over into the rest of the 
market, however. The second- lin- 
ers never really looked uncom- 
fortable. and the FTSE 250 settled 
not too far from its session high 
of 4,6783, ending the day 1 13 up 
at 4,6743. 

Similarly, the FTSE SnuiTInap 
made modest progress to close 13 
ahead at 2321.7. 


Dealers, frustrated by the 
intensity of moves in recent ses- 
sions but equally by the lack of 
volume, complained bitterly. 

“It's either feast or famine. 
We've not got to grips with the 
new order-driven system. The big 
institutions are simply not put- 
ting up enough commercial bids 
and offers and the spreads are 
too wide.” said one trader. 

•'Volume is suffering what 
makes it more difficult to fa>irn is 

that the Institutions are asking 
the old marketmakers to make 
them prices In large sizes which, 
if it persists, will undermine the 
new system.” 

Others pointed out, however, 
that the new system had coped 


well with the turmoil since Big 
Bang Mark Two. One former 
marketmaker said his firm would 
probably have lost around £5m 
last week committing capital to 
back its marketmakers and that 
as a whole the marketmaking 
system would probably have lost 
getting on for £40m. 

The feeling was that markets 
had still to contend with prob- 
lems in the for east and would 
also have to deal with the worry 

that rates In the US and the UK 
could rise in the near future. 

"THae market's confidence has 
been eroded and it is not over yet 
by any means," said the head 
trader at one big European 
securities house. 


The UK’s monetary policy com- 
mittee meets today to debate 
interest rate policy while the US 
Federal Reserve's open market 
committee sits next week. 

Turnover in equities remained 
painfully thin. At 6pm, volume 
was 740m, although this figure 
was inflated by the 64m shares 
traded in Harts tone, a penny 
stock, which accounted for 
almost 9 per cent of the total 
Non-FTSE 100 stocks accounted 

for 62 per cent 

Next, the high street retailer, 
was the best Footsie performer, 
reversing the previous day's 
showing, after one of the big US 
investment banks recommended 
the shares. 
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Next 

rallies 

strongly 

By Joel Kibazo, Martin 
Brice and Peter John 

Tbe market spotlight 
remained fixed on Next 
throughout the session as 
shares in the clothes retailer 
bounced sharply following a 
broker recommendation and 
favourable press comment. 

The shares, which fell 23 
on Tuesday on concerns 
about current trading and 
inventory worries, recovered 
yesterday after Morgan Stan- 
ley recommended the stock. 
They ended the day as the 
best performing stock in the 
FTSE 100. up 47 or 63 per 
cent at 734p. 

Julie Ramshaw, at Morgan 
Stanley, saw no reasons far 
the market's recent nervous- 
ness: “With the advent of the 
cold weather in October, 
apparel sales have improved 
and we continue to believe 
Next is one of the most resil- 
ient competitors in the retail 
sector." 

On a value basis, Morgan 
Stanley prefers Next to 
Marks and Spencer, which 
reported interim figures yes- 
terday. Disappointment that 
the figures were at the bot- 
tom end of market expecta- 
tions. together with active 
profit-taking, saw shares in 
the leading high street 
retailer surrender 10 to 600p. 
In spite of an upbeat ana- 
lysts' meeting, several indi- 
cated they would be lower- 


ing full-year profit forecasts. 

Zeneca dropped 40 to 
£1835 on the order book as 
ABN Amro Hoare Govett cut 
the stock to “sell" from 
“overvalued" and cited 
concerns about tbe prospects 
of key drugs. 

Analyst Anthony Colletta 
said Zeneca's research and 
development pipeline was 
empty until 2001 and the 
company had only three 
products in Phase Two and 
Three development, com- 
pared with 41 for Glaxo and 
30 for SmithKline Beecham. 

Mr Colletta said the bid 
premium, which came into 
the share price after the 
merger between Glaxo and 
Wellcome and between Ciba 
and Sandoz, had been slowly 
leeching away over the past 
12 months. “Zeneca will 
never perform in a US 
league. It is partly an indus- 
trial conglomerate and the 
rating should be more 
aligned with that sector," he 
said. Consequently, he set a 
“fair value” on the stock of 
just £1530. Zeneca is due to 
give an update on its R&D 
pipeline on December L 

Glaxo Wellcome, mean- 
while. recovered 29 to £13.09 
as analysts argued that the 
spill, which followed a warn- 
ing by Warner Lambert of 
the US on its diabetes prod- 
uct, was overdone. Smith- 
Kline Beecham was steady 
at560p. 

Thames Water sank dose 
to the bottom of the day’s 
Footsie performers as ana- 
lysts seized on results as an 
opportunity to point out the 
stock's relative outperfonn- 
ance. 

The company posted prof- 
its before exceptional of 


£202m for the first half, 
within forecasts and up from 
£TB8m. It raised its dividend 
11.6 per cent to 12. 5p per 
share. 

The dividend increase was 
seen as Hisap p nmtinp com- 
pared to last week's payout 
from Anglian Water, which 
was up 12.5 per cent 

Charterhouse Tilney was 
among the list of brokers 
who noted Thames's strong 
outperfonnanca. Kevin Lap- 
wood of Charterhouse said: 
“At the start of trading, 
Thames had outperformed 
the market by 26 per cent 
over the past U months and 
the sector by 15 per cent 1 
agree that the stock had 
some catching up to do but 
it has gone too for." 

Mr Lap wood recommended 
a switch from Thames into 
Severn Trent Thames fell 37 
to 873p, Anglian was steady 
at 790p and Severn gained 7 
to 870p. 


The news that Rolls-Royce 
had secured its first order 
for Trent engines from Air 
Canada, worth up to S450m 
(£270m), left the market 
unimpressed. The shares lost 
a penny at 215p. in a decline 
said to be due to fears of the 
long-term effects of sterling's 
strength. The company suf- 
fers a £5m loss for each one 
cent gain in the value of 
sterling, and up to £3 3m for 
each one percentage point 
move in interest rates, 
although it hedges much of 
its exposure. 

Senior Engineering is 
hosting a three-day visit by 
brokers and analysts to its 
US operations, and first indi- 
cations seem to be bullish 
for the company. Panmure 
Gordon has changed its 
stance on the stock from 
“hold" to "buy," and is a 
buyer up to 200p. However, 
ahead of the main flow of 
news from the visit, the 
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stock eased 1*4 to 163%p. 

Wellman, the design engi- 
neer, gamed 6% to 37p after 
it said it was in talks that 
might lead to an offer. 

Racal Electronics shed 3 to 
218%p on the back of a 
report that Deutsche Tele- 
kom, Telecom Italia and 
AT&T had said they were 
not interested in buying the 
company's telecoms arm. 

However, volumes were 
smalL 

An 11 per cent .rise in 
third-quarter profits foiled to 
help BP remain in the blue. 
The profit after tax of £6Slm 
was above analysts' fore- 
casts and higher than the 
previous figure of £650m. A 
strong increase in r efining 
and marketing profits more 
than offoet the impact of 
lower oil prices. The overall 
results were towards the top 
of expectations but there 
was a feeling that aarnfngB 
could mark time next year. 
Profit-taking after a strong 
run saw the shares end 10% 
off at 883p. 

United Assurance rose 11% 
to 502p as the departure of 
the insurance company's 
chief executive continued to 
raise hopes of a re-rating of 
the shares. 

Sun Life & Provincial 
added 17 at 382p on the order 
book, as NatWest Securities 
lifted the stock to “hold” 
from “reduce". Sun Life has 
underperformed the market 
by U per cent, and Hie rest 
of the life assurance sector 
by 14 per cent, since Nat- 
West downgraded the stock 
in September. 

Insurance broker Willis 
Corroon held relatively firm 
despite news that he adline 
profits fell 20 per cent to 
£68. lm because of sterling's 
strength, competition and 
the effect of a series of dis- 
posals. A statement that it 
was hopeful -of hitting year- 
end profit targets cushioned 
the slide to 3%, leaving the 
shares at I24p. 

National Power added 6 at 
506p with suggestions of sup- 


port from BZW, which issued 
10m American-style call war- 
rants on the stock. Warrants 
are essentially options to 
buy stock at a later date and 
issuers often hedge by buy- 
ing underlying shares in the 
market. One warrant con- 
trols one share. 

Hartstone, the leather 
goods and hosiery group, 
was the most heavily traded 
stock as one institution sold 
a 10 per cent stake. The trad- 
ing screens suggested the 
shares were crossed at 5% 
and the company believed 
the shares were sold to a 
number of institutions. The 
biggest recorded sharehold- 
ers are Schroders, with just 
under 20 per cent, and 
PDFM. with 13 per cent Hie 
shares were flat at 5V,p. 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


Wednesday November 5 1997 


Calm returns, but worst may not be over 


WORLD OVERVIEW 


An air of normality started 
to return to world stock mar- 
kets yesterday as the mas- 
sive swings seen in recent 
weeks appeared to be dissi- 
pating. urites Philip Coggcm. 

Apart from another 4 per 
cent plus decline in Hong 
Kong and a 6.9 per cent 
rebound In Thailand on the 
back of the change In prime 
minis ter, most index move- 
ments were modest. 

After the phenomenal 232 
point rise in the Dow Jones 
Industrial Average on Mon- 
day. tbere was bound to be a 
reaction yesterday and. sure 
enough, the Dow opened 
lower. But the decline was 
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limited, especially by recent 
standards, an d did little to 
upset sentiment in Europe. 

There was some comment 
from Otmar Issing, Bundes- 
bank chief economist, about 
the need to lay the founda- 


tions far an inflation-free 
monetary union. But few 
economists expect German 
interest rates to rise before 
the end of the year. 

The DAX slipped 1.6 per 
cent in electronic trading, 


weighed down by a weaker 
dollar, but in Paris, the CAC 
40 dropped by less than 0.5 
per cent, with the lorry driv- 
ers' dispute so far having 
little effect on the economy. 

It may be too early to say 
that investors have seen the 
worst of the market setback. 
The next big test for senti- 
ment is likely to come from 
the US non-ferm payroll 
figures, which will be pub- 
lished on Friday. 

Michael Hughes, BZW 
group economic adviser, 
said: “In economic terms, 
the worst is not over In Asia. 
The exchange rate peg is 
stm inappro p riate for Hong 
Kang, the banking problems 
in Thailand and ^o n w ilB 


have not gone away and 
you're seeing the impact of 
the pr es su re on the financial 
sector in Japan.” 

What had changed, said 
Mr Hughes, was that "the 
gap between the valuation of 
equities and bonds in the 
Western markets, which 
opened up during the sum- 
mer, has now closed again. 

That makes it a correction, 
rather than, a bear market."" 

The European team at 
Goldman Sachs h— used the 
market setback to change 
the structure of its recom- 
mended portfolios. "We 
believe European equity 
portfolios should be more 
domestic, as the risks are 
from slower external growth; 


more defensive, as the risks 
to the market are from earn- 
ings disappointment and vis- 
ibility of aging s is a major 
protection: and more bond 
sensitive as the risks of 
higher bond yields have 
diminished.” 

“Our response," adds Gold- 
man, "is to Increase recom- 
mended weights in financial 
services and utilities and to 
reduce weights in energy, 
capital goods and basic 
industries.'' 

In country terms, Gold- 
man has reduced weights in 
Germany and Scandinavia 
and increased w eig h t s in the 
UK, Belgium and France. 

London market. Page 30 


Dow steady 
as investors 
sit tight 


Bourses ease in subdued trade 


AMERICAS 


US stocks edged lower in 
choppy morning trading, 
pushing the main stock 
indices into reverse after 
Monday’s explosive 232 
points rally, writes John 
Ldbote in New York. 

However, the selling pres- 
sure was said to be decidedly 
mixed. "There’s a sorting out 
process going on, with inves- 
tors looking at each sector 
and picking stocks within 
them,” said Joseph Battlpag- 
lia, chler investment strate- 
gist of Gruntal & Co. 

The computer networking 
sector provided a case in 
point with Newbridge Net- 
works plunging more than 
14 per cent or $8£ to $49ft 
after a profits warning. The 
sell-off spread to most other 
networking stocks but 
bypassed industry leader 
Cisco, which traded $% 
higher at 385. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was off 824 at 7,665.55. 
The broader Standard & 
Poor’s 500 index was down 
less than one point at 838.27. 

Major cyclical stocks were 
mixed as Allied Signal 
gained tl-fi at $37% after the 
company nnnmmcpd the sale 
of one of its units for $710m. 
But DuPont shares sank $2£ 
to $57 ft after the group 
announced the appointment 
of its new chief financial 
officer. 

“Investors here have expe- 
rienced a recovery in confi- 
dence relative to a week ago, 
for US fundamentals," said 
A. Marshall Acuff of Smith 
Barney. 

Morning bond prices 
traded lower as traders 
focused on a Dew supply of 


bills and notes to be auc- 
tioned this week. 

Banking stocks were mod- 
estly lower, drifting down 
after Monday’s buying spree. 
Some sectors continued to 
weaken. Paper producers, 
which share a high exposure 
to overseas markets, were 
mostly lower. International 
Paper lost (I at $47&- Weyer- 
haeuser came off $lft to $49 
in spite of an upgrade to 
"strong buy” by a Salomon 
Brothers. 

Booksellers Borders Group 
surged nearly 11 per cent to 
$28% after announcing a 
launch date for the compa- 
ny's online book service. 

Technology shares were 
mixed. The Nasdaq compos- 
ite Index eased by less than 
one point at 1,629.01- Chip 
maker Texas Instruments 
gained $4% at $119% while 
software leader Microsoft fell 
% at $134. 

TORONTO moved lower as 
dealers concentrated on a 
severe shake-out for New- 
bridge Networks following a 
profits warning from the 
software leader. The 300 
composite index was off 
21.03 at 652480 at noon. 

Newbridge's announce- 
ment that second-quarter 
eaminga to date were disap- 
pointing came as a bomb- 
shell. The shares fell head- 
long as investors stampeded 
for the exits. At the dose of 
morning trading, they were 
trailing by C$11.75 at 
C$7025. 

Newcourt Credit provided 
some relief, rising C$405 to 
C$5350 on news of merger 
talks with AT&T Capital 
Corporation, but the broad 
market moved steadily lower 
throughout the early 
session. 


By recent standards, bourses 
took the day off yesterday. 
PARIS traded narrowly as 
the lorry drivers' strike 
entered Its third day. Vol- 
ume was unexciting at 11 5m 
shares and the CAC 40 index 
ended off 13.06 at 2,77490 
having traded within a range 
of just 80 points. 

"Wall Street's, overnight 
bounce always looked sus- 
pect and the lack of follow 
through came as no surprise. 
There is a feeling that mat- 
ters axe already starting to 
go on hold ahead of Friday's 
US employment data,” said 
one broker. 

Motors and retailers were 
at the forefront of haulage 
strike concerns. One theory 
in the market was that auto 
inventories could quickly be 
depleted. Renault slipped 
FFr2.40 to FFr2278 and 
Peugeot FFr9.00 to FFr663. 

Trading among retailers 
was wihrgfl. Promodes came 
off FFri.7.00 at FFr1,863 but 
supermarkets leader Carre- 
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cent to DM307m. a record 
amount for the company. 
But the share price was sub- 
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cent to FI 55.00 end Hage- 
meyer, which carried out a 
placing earlier this year at 


dued following the sale of FI 106 a share, lost FI 280 to 
lm shares by Robert Louis- FI 82.70. 
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Mexico City falls back 


Brazilian shares continued 
to advance after Monday's 
□ear 10 per cent gains, but 
most leading markets across 
Latin America gave ground 
yesterday morning. 

MEXICO CITY saw modest 
profit-taking after a two-day 
rally and the IPC index 
retreated 2a 18 to 4.82L50 at 
midsession. 

Dealers said volume was 
thin. Telmex lost 10 centavos 
to 19.94 pesos. 

SANTIAGO moved lower 
in early trading as investors 
waited for news of the 
October inflation figures. 


Power group Enersis fell 7 
pesos to 268 pesos and paper 
group CMFC gave up 40 
pesos to 4,210 pesos. The 
IPSA index was off L15 at 
11824 at midsession. 

SAO PAULO picked up 
where it left off on Monday, 
climbing steadily higher. 
But volume was said to 
have tailed away and much 
of the early momentum was 
credited to wash-over buy 
orders from the previous 
session. 

At midsession, the Bov- 
espa index was ahead 135 or 
L4 per cent at 9,993. 






four rose FFr69.00 to 
FFr9.124. Talk of petrol 
rationing left Total FFr18.00 
or 2.8 per cent lower at 
FFr634 

GAN hardened FFr150 to 
FFr1228 after a French press 
report revived interest the 
insurer pending privatisa- 
tion. A long line of suitors 
was said to be ready to drive 
up the price the government 
will seek for its stake. SGS 
Thompson gained FFr12.00 
to FFrt41 on news of collabo- 
ration with UK satellite TV 
giant B SkyB. 

FRANKFURT fell follow- 
ing Monday’s rises, as inves- 
tors reacted to a weak dollar 
and an uncertain opening on 
Wall Street. The Ibis- 
Indicated DAX index fell 
62.93 to dose at 3,7848 dur- 
ing moderate trading. 

Making the corporate 
news was Adidas, the sports- 
wear company, which 
unveiled third-quarter 
results ahead of market 
expectations. Profits for the 
third quarter rose 64 per 


Dreyfus, chief executive, and 
another director. Adidas 
closed at DM248.0, up DMQ2 
on the day. 

Elsewhere, steelmakers 
Thyssen and Krupp con- 
firmed recent market specu- 
lation when they announced 
that they will merge. Details 
of the aiiianno will be finali- 
sed by the end of November. 
Thyssen dosed up 60 pfen- 
nigs at DM41L0 while Krupp 
built on Monday’s rise to 
m ove t o DM3740, up DM288. 

ZURICH followed the rest 
of Europe by recording a 
gm«n drop as the SMI Index 
fell 43.4 to close at 5838. 
Banks were the centre of 
attrition. UBS rose SFrSO to 
SFri,675 following market 
rumours about an imminent 
trig announcement UBS also 
accounted for a third of 
yesterday's Swiss options 
market volume. 

The CS Group was undo: 
scrutiny as well after news- 
paper reports suggested that 
its investment banking arm, 
CS First Boston, was the sole 
remaining bidder for BZW. It 
closed down SFr2 at 
SFT205.5. 

Drugs beaded the activity 
charts. Novartis gained 
SFrSI.OO to SFr2,185 while 
Roche came off SFreOftO at 
SFr 12 860- 

AMSTERDAM witnessed a 
soaraway performance at 
KLM but otherwise plodded 
steadily lower. The AEX 
index closed down 1382 at 
868.95 in dull volume. 

Amid widespread talk of 
broker upgrades, KLM 
jumped FI 280 or 42 per cent 
to FI 7180 following better- 
than -expected six-month 
results from the airline. 
Goldman Sachs, which has 
had the shares as a "buy” far 
some time, lifted its target 
price of FI 90.00. 

Nedlloyd and Hagemeyar 
suffered from their exposure 
to Aslan demand. Nedlloyd 
came off FI 3.00 or 52 per 


Futures raid hits Hong Kong 


ASIA PACIFIC 


A wobble for the Hong Kong 
dollar coupled with futures- 
led selling sent HONG 
KONG steeply lower In late 
trading. 

The Hang Seng index, 
which was more than 400 
points higher at one stage 
following Wall Street's 
strong overnight gains, 
ended off 47433 or 42 per 
cent at 10,780.78. 

China stocks also Fell. The 
red-chip index shed 6.6 per 
cent to partly reverse the 22 
per cent gains of the previ- 
ous two sessions. The H 
shares index lost 5.9 per 
cent 

Among leading stocks, 
HSBC fell HKS2.00 to 
HKS18380 and Sun Hung Kal 
HK$2.25 to HKS5825. HK 
Telecom declined HKSL30 to 
HKS1400. 

TOKTO was initially 
buoyed by Wall Street's 
strong performance on Mon- 
day. but then fell back cm 
concerns about the impact of 
Sanyo Securities' bank- 
ruptcy, writes Paul 
Abrahams. The Nikkei 226 
index ended 41.16 higher at 
16,500.10 after a session high 
of 16,640.66. 

The mood was generally 
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cautious, with turnover low 
at 341m shares. The broader- 
based Toplx Index added 0.46 
per cent to 1282, while the 
Nikkei 300 index rose 0.69 
per cent to 249.73. 

The securities sector 
gained 03 per cent but that 
masked hi g hl y varied perfor- 
mances. Shares In the big 
four houses were all up, but 
those of smaller brokers foil 
sharply following the bank- 
ruptcy of Sanyo Securities, a 
second tier company. San- 
yo's shares were “ask-only” 
at Y54, compared with Fri- 
day's dose of Y84. In April 
the shares stood at Y510 and 
compared with a 1987 peak 
of more than Y2.700. 

Other small brokers pulled 
lower included National 
Securities off Y15 at Y110, 


Wako Securities down Y23 at 
Y292, Yamatane Securities 
down YB at Y99 and Dal-Ichi 
Securities doWn Y7 at YI09. 

Mitsubishi Motors 
announced a 36 per cent 
drop in October domestic car 
sales after market hours, hut 
the shares were off Y16 at 
Y512. Nissan, Toyota and 
Honda were all up despite an 
overall 13 per cent drop in 
Japanese automotive sales 
last month. Drugs leader 
Sankyo fell 68 per cent to 
Y3.700 after US healthcare 
group Warner-Lambert 
warned one of Its diabetes 
drugs could cause liver 
damage. 

In Osaka, the OSE index 
rose 47 to 17,470 in volume of 
1786m shares. 

WELLINGTON jumped 
7982 or 32 per cent to 
2,470.02 os the 40 capital 
index. Brokers said Wall 
Street's overnight gains 
were the main driving force 
rather than election specula- 
tion following the resigna- 
tion of the prime minister 
Jim Bolger. NZ Telecom rose 
47 cents to NZ$825 on turn- 
over of NZ$l0.7m. 

BANGKOK reacted posi- 
tively to the resignation of 
the prime minister, Chavalit 
Yongchaiyudh, whose coali- 


tion is perceived to be 
responsible for Thailand's 
economic problems. The 
baht's strong performance 
also encouraged inv e st o rs as 
the SET index moved up 
3089 or 62 per cent to 47823. 
The main beneficiary was 
the banking sector, which 
rose by almost 9 per cent 

JAKARTA ended a volatile 
day down as foreign inves- 
tors failed to match local 
mthiiBiftsm for the IMF-led 
reform package. The com- 
posite Index closed down 687 
or 1.4 per cent at 494® after 
a session high of 506.03. Bro- 
kers said the late decline 
was led by foreign sellers 
reacting to the falls in Hong 
E eng. 

SEOUL had its third 
straight rising session as 
investors began to believe 
that the recent rally ccmld be 
sustained. The composite 
index rose 30.47 or 58 per 
cent to 542.13. Positive 
sentiment was helped by . 
indications of continued gov- 1 
eminent support for the ; 
market j 

Blue-chip stocks were the ' 
biggest gainers, with both 
Samsung Electronics and LG 1 
Semicon going limit-up at 
47,600 won and 29800 won , 
respectively. I 


MILAN fell victim to prof- 
it-taking as investors started 
cpninp after Monday's 
The MLbtel index fell 93 to 
14296 although trading was 

tMn 

Marzotto, the textile man- 
ufacturer, trucked this trend 
to rise L883, closing at 
LIB, 710 after • reporting 
better-than-expected third- 
quarter figures- as profits' 
grew by 198 per cent 

MILAN saw choppy trad- 
ing in power group RnAwai 
which ended 1.3 per cent 
lower at Pta2290. The broad 
market experienced limited 
volume and at the dose of 
trading the general index 


was up a bare 0.49 at 
56625. 

Selected blue chips came 
in for buying. Telefonica 
gained almost 1 per cent to 
Pta4070 and Argentraia put 
on 18 per cent at Pta8,480. 
Iberdrola gained L4 per cent 
to PtaL775. 

ATHENS climbed back 
above 1,600 as the d rachm a 
stabilised and local money 
market rates eased. The gen- 
eral index gained 72-68 or 47 
per cent to 1841.10 in heavy 
turnover of Dr345bn. 

ISTANBUL was also in 
upbeat mood, rallying 226 or 
44 per cent to 2272 an the 
IMS-National index. Trading 
volume was almost 9 per 
cent higher than on Monday. 

Written and edited by Jeffrey 
Brown, Alexander Stevenson 
and James Montgomery. 

SOUTH AFRICA 

Continued positive pressure 
from the futures market 
sent Johannesburg higher 
for the third session run- 
ning: The all-share index 
ended 198 ahead at 6,749.7. 

Industrials rose 32.7 to 
8220.4 and the golds index, 
which spent much of the day 
in negative territory, fin- 
ished 18 higher at 896.8. 
Among blue chips, Anglo 
American recovered from a 
low of R212 to aid with a R2 
gain at R220. 


emerging market focus 

Safe Singapore 
back in favour 


Singapore has for years 
been a safe haven for 
south-east Asian investors. 
During the recent bull 
market, the city state's 
reputation for staid conven- 
tionality was sometimes 
alienating; many Singapo- 
reans preferred to punt 
elsewhere - especially In 
Malaysia and Indonesia. 

NOw, however, as finan- 
cial turmoil grips the 
region, prudence is once 
again a virtue. But there 
axe mare facets to Singa- 
pore's attractiveness than 
its relative safety. The city 
state is experiencing a 
healthy export recovery 
and there are even signs 
tha t south-east Asia's crisis 
could play to its advantage. 

Exports, which drive the 
economy, have benefited 
from a surge in US demand 
for electronics over the 
past few months. By vol- 
ume, Singapore's exports 
climbed 102 per cent in the 
third quarter of this year 
from a year earlier. This 
compared with growth of 
68 per cent in the second 
quarter and a contraction 
of 0.6 per cent In the first 
quarter. 

“As long as US growth 
remains strong, the export 
pick up should drive manu- 
facturing growth, which is 
crucial to the economy,” 
said Neil Saker, regional 
economist at SocGen- 
Crosby in Singapore. 

Pessimists, however, 
make the point that Singa- 
pore is too vulnerable to 
the slowdown In growth 
among its south-east Asian 
neighbours to warrant con- 
fidence. To an extent, this 
Is true. 

Singapore’s port and air- 
port, important engines of 
growth, rely heavily on 
regional traffic. Its flagging 
retail sector has already 
been hit by a decline In 
shoppers from Indonesia, 
Malaysia and Thailand. 
Segments of its property 
market, such as sales of 
luxury condominiums, 
have in the past been 
boosted by Indonesian 
demand. 
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Three of its "big four" 
have a loan exposure 
to Malaysia of at least 15 
per cent, and the one bank 
not exposed to Malaysia, 
the Development Bank of 
Singapore, has been active 
in US dollar lending off- 
shore - another area con- 
sidered particularly risky. 

But most analysts say 
that, while Singapore Is not 
immune from the region's 
problems, it Is unlikely to 
be as hard hit as its neigh- 
bours. Singapore has a 
strong current account sur- 
plus, relatively low interest 
rates, low inflation and its 
currency has depreciated 
much less than those of the 
countries around it. 

All this. In a sense, 
defiiws a rare opportunity 
for Singaporean companies 
seeking to expand abroad. 

“Most of the south-east 
Aslan countries are going 
to be capital hungry. Singa- 
pore is the only country In 
the region which is a capi- 
tal exporter," said Rajeev 
Malik, senior economist 
with Jardine Fleming Inter- 
national in Singapore. 

It will take some time for 
the fruits of any such 
regionahsation to be real- 
ised, but Singapore does 
have more immediate 
attractions. The average 
forward prlce/earnings 
ratio Of 138 «*anda at a 27 
per cent discount to its flue 
year average. 

James Kynge 
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